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WONDERING ABOUT 
THE ECONOMY?
All sessions run from 8:30 a.m. 
to 1:30 p.m.
You’re not alone. A lot of Montanans are 
curious — and concerned — about the economic 
situation statewide and in their own communities. 
Makes perfect sense, then, to attend the seventh 
annual Economic Outlook Seminar, presented by 
the Bureau of Business and Economic Research, 
in the city of your choice: Missoula, Billings, Great 
Falls, or Helena. You’ll hear firsthand what is 
happening to Montana’s economy as well as that 
of your local area. You’ll also hear how a sample of 
local business and financial leaders surveyed by 
the Bureau feel about your community’s 
prospects, in addition to a panel of business 
people who will comment on the local economy. 
At lunch, you’ll find out more about the new 
Montana Poll, an opinion poll sponsored jointly 
by the Bureau and the Great Falls Tribune.
Register for this year’s Economic Outlook 
Seminar — and come away with some answers to 
your questions regarding the economy. Send 
registrations to Bureau of Business and 
Economic Research, University of Montana, 
Missoula, MT 59812,' or call 243-5113.
MISSOULA 
University Center Ballroom 
Thurs., Jan. 28, 1982
I plan to attend the 1982 Economic Outlook Seminar. I 
enclose the registration fee of $30, which includes the 
cost of the luncheon and proceedings of the seminar.
BILLINGS 
Northern Hotel 
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Paul E. Polzin is Research Associate, Bureau of 
Business and Economic Research, and Professor of 
Management, School of Business Administration, 
University of Montana, Missoula.
Each year in our series of Economic Outlook 
seminars we present an overview of the statewide 
economic outlook as well as an assessment of the 
economy of each seminar city. Since 1976 we have 
presented seminars in Missoula, Billings, Great 
Falls, and Helena. This year we presented seminars 
in those cities in February, and articles based on the 
presentations made there appeared in the spring 
issue of the Montana Business Quarterly. In 
September we presented a similar seminar in 
Kalispell, and in November we presented one in 
Havre.
The following article is based on the assessment 
of the Flathead County economy which was 
presented at the Kalispell seminar. Some of the 
material, especially that comparing Flathead with 
other counties, repeats information given in the 
spring Quarterly. Observant readers may notice 
that a few of the statistics dealing with the other 
counties differ slightly from those in the earlier 
articles. We updated this information in August, 
before the Kalispell meeting, which accounts for 
the differences.
Analyzing the economy of a county is frustrating. 
The available economic data are not as up-to-date 
as the information for states or the nation as a 
whole. Consequently, we can't really focus on what 
happened in 1980, because we do not yet have 
much information about 1980. Instead, we must 
take a long-range approach.
First, we will use several general indicators to 
determine the overall economic trends in Flathead 
County. In addition, we will rank Kalispell and the 
state's three other major urban areas in terms of 
their economic growth during the last decade.
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Second, we will examine the detailed data to 
identify those sectors of the economy responsible 
for the trends. Finally, we will analyze these crucial 
sectors of the economy to determine whether the 
historic patterns will continue.
General Economic Indicators
Our first step is to look at the general economic 
indicators for Flathead County to gauge the overall 
performance of the economy during the 1970s. We 
will also compare the Flathead County economy to 
that of Cascade, Missoula, and Yellowstone 
counties.
Population
Population trends during the seventies for Flathead 
County and the three other counties are shown in 
figure 1. We use county data because they give a 
better picture of the local economy. This year we 
are presenting for the first time the population data 
as reported by the 1980 Census of Population. We 
can get a good idea of the overall population 
change in each county during the 1970s by 
comparing the Census figures for 1980 and 1970. 
The 1971 to 1978 data are intercensal estimates. 
They have not been revised in light of the new 
benchmarks provided by the 1980 Census.
Figure 1
Population in Yellowstone, Cascade,
Missoula, and Flathead Counties 
1970-1980
Source: U.S. Department of Commerce, Bureau of the 
Census, U.S. Census o f Population: Montana
(Washington, D.C.: U.S. Government Printing Office), 
and Current Population Reports, Series P-26 
(Washington, D.C.).
Therefore, it may not be accurate to connect the 
points for 1978 and 1980 to determine the 
population trend during these two years. The 
intercensal estimates are useful in analyzing the 
general trend in population during the seventies.
In Flathead County the population increased 
from about 39,700 persons in 1970to roughly 52,000 
persons in 1980. This represents an increase of 
almost 31 percent during the 1970s. Flathead 
County ranks first among the urban areas 
considered here in terms of overall population 
growth, and well above the statewide increase of 13 
percent during the 1970s. But, it is about sixth 
among the fifty-six counties in Montana, behind 
such fast-growing areas as Rosebud and Ravalli 
counties. The intercensal estimates suggest that the 
population growth was slightly higher later in the 
decade; the increases averaged 2.4 percent per 
year between 1970 and 1974, as compared to 2.7 
percent per year from 1975 to 1980.
The totals graphed in figure 1 do not reveal the 
population trends within Flathead County. Table 1 
presents 1970 and 1980 population figures for the 
three incorporated areas in Flathead County. The 
population of Kalispell increased from 10,526 
persons in 1970 to 10,648 in 1980, a change of only 
1.2 percent. Whitefish grew from 3,349 to 3,703 
persons during the same period, a rise of 10.6 
percent. The population of Columbia Falls was 
roughly 3,112 persons, up 17.3 percent from the 
1970 figure of 2,652 persons. These figures suggest 
that most persons in Flathead County live outside 
incorporated cities; taken together, Kalispell, 
Columbia Falls, and Whitefish accounted for only 
one-third of the total population in Flathead 
County. Further, the unincorporated areas were 
the fastest growing; the combined growth rate for 
the three cities was only 5.7 percent, as compared 
to 50.4 percent for the rest of the county.
Table 1 
Resident Population 
Flathead County and Montana 
1970 and 1980
>970 1980
P e r c e n t
C h an ge
1 9 7 0 - 1 9 8 0
F l athead C o u n t y 3 9 , 4 6 0 5 1 , 9 6 6 S I . 7
C o l u m b i a  Falls 
KalispelI 
Whi tefish






1 7 . 3
1 . 2
1 0 . 6
M o n t a n a 6 9 4 , 4 0 9 7 8 6 , 6 9 0 1 3 . 3
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Source: U.S. D e p a r t m e n t  o f  C o m merce, B u r e a u  o f  the Census,
U .S .  Census o f  P o p u l a t i o n :  M o n ta n a (Washington, D.C.: U.S. 
G o v e r n m e n t  P r i n t i n g  Office).
Turning to the other urban areas in Montana, the 
population of Missoula County increased from 
58,500 persons in 1970 to 76,000 persons in 1980, an 
increase of 29.9 percent. As was the case in Flathead 
County, the population growth rate accelerated in 
Missoula County; the annual increases averaged
2.0 percent from 1970 to 1975 as compared to 2.7 
percent between 1975 and 1980. The population of 
Cascade County declined slightly, from 82,300 
persons in 1970 to about 80,700 persons in 1980. 
Yellowstone County (Billings) is the largest of the 
urban areas, with a 1980 population of roughly
108.000 persons. The population of Yellowstone 
County rose 23.0 percent between 1970 and 1980, 
with a stable growth rate throughout the decade.
Nonfarm labor income
The second general economic indicator is nonfarm 
labor income, which is graphed in figure 2. 
Nonfarm labor income consists of wages and 
salaries, proprietors' income, and certain monetary 
fringe benefits of all persons except those working 
on farms and ranches. In other words, it is the 
earnings of all persons (except those in agriculture) 
engaged in the current production of goods and 
services. It is sometimes called nonfarm partici 
pation income. Farms and ranches have been 
excluded because agricultural income may be very 
volatile, and the large increases or declines may 
mask important trends elsewhere in the economy. 
Nonfarm labor income has been converted to 1972 
dollars in order to correct for inflation.
Nonfarm labor income is a particularly useful 
index of local economic conditions because it 
measures payments to workers, and there is usually 
a high correlation between economic activity and 
the amount of labor required to produce it. In 
other words, changes in nonfarm labor income 
provide an approximate equivalent for changes in 
Gross National Product (GNP), a statistical series not 
available for local economies. The figures must be 
interpreted carefully however. The growth rate in 
nonfarm labor income may overstate the actual 
increases in total economic activity because 
increasing productivity often leads to wages rising 
faster than output and production.
Looking first at Flathead County, the nonfarm 
labor income data clearly show the cyclic nature of 
this economy. From 1970 to 1973, nonfarm labor 
income grew at an annual rate of 5.6 percent. The 
flat segment during 1974 and 1975 corresponds to 
the nationwide recession at that time. The recovery 
phase of the national business cycle is reflected in 
the 9.5 percent growth rate between 1975 and 1979.
Finally, although 1980 has not yet been officially 
declared as a recession year, the downturn in 
nonfarm labor income in Flathead County closely 
mirrors the national economic trends during this 
year.
Looking more carefully at the graph for Flathead 
County reveals that it has a declining slope. This 
indicates a deceleration in the rate of growth late in 
the decade. Specifically, nonfarm labor income 
increased 11.5 percent in 1977, about 10.8 percent 
in 1978, and approximately 7.7 percent in 1979. This 
suggests that some of the preconditions were 
already present before the downturn occurred.
Regardless of the conditions during 1980, the 
figures for nonfarm labor income show significant 
economic growth in the Flathead economy during 
the latter portion of the 1970s. The 9.5 percent 
average growth rate between 1975 and 1979 ranks as 
one of the most rapid periods of economic 
expansion among Montana's urban areas.
Missoula's economy also appears to be very 
cyclic, with rapid expansions alternating with 
periods of decline. From 1970 to 1973, nonfarm
Figure 2
Nonfarm Earnings in Yellowstone, Cascade,
Missoula, and Flathead Counties, in 1972 Dollars 
1970-1980
Sources: U.S. Department of Commerce, Bureau of 
Economic Analysis, unpublished data (Washington, 
D.C.), and University of Montana, Bureau of Business and 
Economic Research, unpublished data (Missoula, 
Montana).
Note: Figures have been deflated using the implicit price 
deflator for personal consumption expenditures from 
the U.S. Department of Commerce.
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labor income increased at an average rate of 6.5 
percent per year. There were declines during 1974 
and 1975. Then, during the recovery phase, 
nonfarm labor income rose sharply at a 9.6 percent 
annual rate. The graph turned downward in 1980, 
signaling the onset of the current recession.
Despite the decrease in population in Cascade 
County, the data indicate significant economic 
growth during the 1970s. Nonfarm labor income 
grew about 3.3 percent per year from 1970 to 1973, 
and approximately 3.4 percent per year between 
1975 and 1979.
The figures for nonfarm labor income also reflect 
the relatively stable economic growth in 
Yellowstone County. The 1974-75 recession was 
hardly felt in Billings; there was simply a 
deceleration in the rate of growth. In addition, the 
economy expanded at approximately the same rate 
during expansion phases of both business cycles, 
about 7.3 percent per year between 1970 and 1973 
and roughly 6.9 percent per year from 1975 to 1979.
The nonfarm labor income data suggest 
similarities and differences between Montana's 
urban areas. First of all, national recessions are felt 
in all four cities; the downturns beginning in 1974 
and again in 1980 are clearly shown in all four 
graphs. On the other hand, the severity of the 
business cycle varies between cities. Missoula and 
Flathead counties appear to be the most cyclic, with 
the fastest expansions and the sharpest declines, 
while Yellowstone County experienced the least 
variation in its growth rate. Finally, the effects of the 
recent national recession are widespread; 1979 was 
a cyclical peak for nonfarm labor income, and all 
four cities had either stable or declining trends 
during 1980.
Per capita income
The third general economic indicator is per capita 
income, which is total personal income divided by 
population. Per capita income is often used to 
measure economic well-being — that is, how well 
off people are. The major shortcoming with this 
approach is that it equates well-being with money 
income, and certainly Montanans enjoy many 
benefits which cannot easily be converted into 
dollars and cents.
Short-range changes in per capita income must 
be interpreted cautiously; it is a ratio (income 
divided by population) and is extremely sensitive to 
changes in both the numerator and the 
denominator. The best way to analyze per capita 
income is to examine the long-range trends. Per 
capita income has been converted to 1972 dollars to 
eliminate the effect of inflation.
Per capita income in Flathead County rose from 
$3,400 (1972 dollars) in 1970 to about $4,600 (1972 
dollars) in 1980. (The incomes shown in figure 3 
have been rounded to the nearest hundred dollars, 
although the exact figure was graphed.) In other 
words, after correcting for inflation, per capita 
income rose at a 3.1 percent average annual growth 
rate during the 1970s. Per capita income in Flathead 
County (and Missoula County) has traditionally 
lagged behind the other communities and the 
statewide average. But, as shown in figure 3, rapid 
growth during the 1975 to 1979 period eliminated 
much of this deficit.
Per capita income in Billings during 1970 was 
about $4,000 (1972 dollars); during the next ten 
years it increased at an average of 3.3 percent per 
year and stood at $5,500 (1972 dollars) in 1980. The 
other general economic indicators suggested 
relatively little economic growth in Great Falls 
during the 1970s, but per capita income increased 
from about $4,000 (1972 dollars) in 1970 to 
approximately $5,200 (1972 dollars) in 1980, an 
average growth rate of about 2.7 percent per year. 
Notice, also, that according to the preliminary 
figures, Cascade County was alone in posting a 
sizeable increase for 1980. In Missoula County, per
Figure 3
Per Capita Income in Yellowstone, Cascade, 
Missoula, and Flathead Counties, in 1972 Dollars 
1970-1980
Sources: U.S. Department of Commerce, Bureau of 
Economic Analysis, unpublished data (Washington, 
D.C.), and University of Montana, Bureau of Business and 
Economic Research, unpublished data (Missoula, 
Montana).
Note: Figures have been deflated using the implicit price 
deflator for personal consumption expenditures from 
the U.S. Department of Commerce.
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capita income grew 2.9 percent per year during the 
decade, from $3,500 (1972 dollars) in 1970 to $4,700 
(1972 dollars) in 1980.
In order to put these figures into perspective, 
Montana's per capita income rose from about 
$3,700 (1972 dollars) in 1970 to about $4,800 (1972 
dollars) in 1980, or a 2.7 percent annual growth rate. 
In other words, the annual growth of per capita 
income in Flathead (3.1 percent), Missoula County 
(2.9 percent), and Yellowstone County (3.3 percent) 
all exceeded the statewide average, while Cascade 
County (2.7 percent) was equal to the figure for 
Montana.
We must keep in mind that despite all the ups and 
downs pictured in figure 3, per capita income 
increased significantly during the 1970s. In all four 
communities, per capita income in 1980 was 
roughly 35 percent higher than at the start of the 
decade. This suggests a sizable improvement in 
economic well-being. The rise in per capita income 
may somewhat overstate the improvement, 
however; the figures do correct for inflation, but 
they do not account for the growth in taxes.
Summary
The trends in the general economic indicators are 
summarized in table 2. In terms of overall growth 
during the 1970s, Flathead, Yellowstone, and 
Missoula counties should be ranked about equal; 
Yellowstone County had a slightly lower 
population growth rate, but this was 
counterbalanced by the largest increases in 
nonfarm labor income. Despite the overall 
similarities, there were significant differences in the 
patterns of growth. Missoula and Flathead counties 
were cyclic, with rapid growth alternating with
Table 2
Average Compound Growth Rates for General 




Labor Per Capita 
Population Income Income
Cascade County -0 .2 1.7 2.7
Flathead County 2.7 5.6 3.1
Missoula County 2.7 5.6 2.9
Yellowstone County 2.1 5-6 3 .3
Montana 1.2 6.3 2.7
Source*: U.S. Department of Commerce, Bureau o f the Census,
U .8 . Corteue o f P o p u la tio n : Montana (Washington, O .C.: U.S. 
Government Printing O ffic e ); U.S. Bureau o f the Census, Bureau 
o f Economic A na lys is , unpublished data (Washington, O.C.) ;  and 
University of Montana, Bureau o f Business and Economic Research, 
unpublished data (Missoula, Montana).
Note: Income figures from which percentages were derived were
deflated using the Im p lic it price defla tor for personal consumption 
expenditures from the U.S. Department of Commerce.
declines, while Yellowstone County grew at a more 
stable rate.
The Basic Industries
Basic or export industries are the major 
determinant of growth in Flathead County. These 
industries depend heavily on markets outside the 
region where they are located or are otherwise 
influenced by factors originating beyond the 
region's borders. The major examples are 
agriculture, mining, railroads, wood products, 
tourism, and the federal government. The earnings 
of workers in export industries represent an 
injection of new funds into a city's economy, which 
in turn creates additional income as these dollars 
are spent and respent in the local area.
The basic or export industries are analyzed in 
terms of labor income, rather than employment. It 
is the amount of basic labor income which affects 
the local economy, not necessarily the number of 
basic workers. It makes little difference whether 
$10,000 of basic earnings represents the salary of 
one person, or the income of two workers each 
making $5,000.
Changes in the economic base or changes in 
basic industries go a long way toward accounting 
for recent economic trends. They do not provide a 
complete explanation; we cannot identify the 
cause of each blip and squiggle in the graphs. The 
relationship between the export industries and 
population, income, and nonfarm labor income is 
subtle and complex. There may be time lags, for 
example, which tend to cloud the relationship 
between export and derivative sectors.
In order to analyze both recent and long-range 
trends in the basic industries, data are presented for 
several years. In Flathead County, labor income in 
the export industries is reported for 1970 and 1980. 
In addition, figures for 1975 are also shown because 
that year corresponds to the trough in economic 
activity associated with the 1974-75 recession. 
Comparing the 1980 figures to those for 1970 helps 
to reveal the long-range trends in the economy. 
The 1975 and 1980 data roughly correspond to 
similar phases in the business cycle.
Earlier we saw that the general economic 
indicators for Flathead County all posted sizable 
gains during the 1970s. It's not hard to find the 
reason for this growth; the economic base in 
Flathead County increased significantly between 
1970 and 1980. Total labor income in export 
industries rose from $51.1 million (1972 dollars) in 
1970 to $56.0 million (1972 dollars) in 1975, and then 
to $67.2 million (1972 dollars) in 1980.
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The wood products industry has long been 
considered the mainstay of the local economy. 
Surprisingly, the data in figure 4 show almost no 
growth in this industry during the 1970s. Total labor 
income of workers in the wood products industry 
— which includes the loggers in the woods and the 
employees at the sawmills, plywood, and 
fiberboard plants, and other wood products 
workers — was about $20 million (1972 dollars) in 
both 1970 and 1975. By 1980 the earnings of these 
workers had only risen to $21.4 million (1972 
dollars). The 1980 data correspond, of course, to a 
very poor year in the wood products industry. But, 
the corresponding figures for 1979 and 1978 were
only $3 or $4 million (1972 dollars) higher; besides, 
1975 was also a recession year.
The simple fact is that there has been little net 
growth in the wood products industry in Flathead 
County during the last ten years. Plum Creek has 
opened two new facilities, the medium density 
fiberboard plant in about 1975 and the new sawmill 
during 1979 or 1980. At the same time, it closed an 
old sawmill, the Superior mill burned, and a 
number of smaller firms ceased operation. The only 
real growth area has been the increased harvest of 
small diameter lodgepole pine along the North 
Fork of the Flathead River, and this has involved 
fewer than 100 workers.
Figure 4
Labor Income in Basic Industries, Flathead County 
(In 1972 Dollars)
Sources: U.S. Department of Commerce, Bureau of 
Economic Analysis, unpublished data (Washington, 
D.C.), and University of Montana, Bureau of Business and 
Economic Research, unpublished data (Missoula, 
Montana).
Note: Figures have been deflated using the implicit price 
deflator for personal consumption expenditures from 
the U.S. Department of Commerce.
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The trend in employment is almost identical to 
that for labor income. In 1970 there were about 
1,750 wood products workers in Flathead County. 
By 1975, this figure declined slightly to about 1,725 
workers, and then inched upward to approximately 
1,875 workers in 1980. In the peak years of 1978 and 
1979, employment averaged about 2,040 or 2,050 
workers.
The $21.4 million (1972 dollars) earned by wood 
products workers represent almost 32 percent of 
total basic income in 1980. This figure understates 
the importance of the forest resources to the 
Flathead economy. The U.S. Forest Service is a 
major employer in the area, and the earnings of 
these workers are classified in the federal 
government sector. In addition, the Montana 
Division of Forestry maintains an office in Flathead 
County. We don't have exact figures, but taken 
together, these two forest-related agencies employ 
almost 400 workers with earnings of roughly $5.0 
million (1972 dollars). If we add these dollars to 
those earned in the private wood products 
industry, the forest resources account for just a little 
less than 40 percent of the economic base in 
Flathead County.
The Anaconda Aluminum Company aluminum 
plant at Columbia Falls was the largest single 
contributor to economic growth in Flathead 
County during the late 1970s. The earnings of these 
workers are classified in primary metals refining. 
The growth in this industry was due to 
modifications at the aluminum plant which were 
designed to bring it into compliance with emission 
standards and also to reduce its need for electricity. 
Work on this project began in 1977 and was 
completed late last year; therefore, the 1980 data 
may include some of the construction work force.
Labor income in primary metals refining more 
than doubled during the late 1970s, from $11.0 
million (1972 dollars) in 1975 to $22.1 million (1972 
dollars) in 1980. In fact, the roughly $11 million 
(1972 dollars) increase in this category accounts for 
most of the growth in the basic industries between 
1975 and 1980. As mentioned earlier, the 1980 
figures may slightly overstate the long-range 
impact because they may include some construc 
tion workers. Anaconda projects that total employ 
ment at this point will stabilize at about 1,250 
workers, somewhat less than the 1,371 workers 
reported for 1980.
The modifications at the aluminum plant will not 
increase output in production; they were designed 
to bring the facility into compliance with the 
emission requirements and to reduce the need for
electricity. The net effect is to add almost 400 new 
jobs, with average earnings of roughly $25,000 
(current dollars) per year.
The federal government category includes work 
ers employed by the U.S. Forest Service, the 
National Park Service, the Department of the 
Interior (which operates Hungry Horse Dam), and 
other federal agencies which maintain offices in 
Flathead County. There has been a small increase in 
the number of federal employees, but their pay has 
not kept pace with inflation, and this led to the 
slight decline in total labor income of federal 
workers between 1975 and 1980.
The other manufacturing category consists of 
several small firms producing recreational vehicles 
and boats. Transportation includes mostly the 
earnings of railroad workers.
Tourism is often mentioned as a major 
contributor to the economy in Flathead County. 
Unfortunately, tourism is one industry that is very 
difficult to precisely measure because it does not 
correspond to the Standard Industrial Classification 
(SIC) codes; portions are found in retail trade, 
services, and other categories. We have, however, 
included labor income for lodging places and the 
export component of retail trade, which represent 
a sizable part of the tourist industry.
Looking first at lodging places, we see that hotel 
and motel workers earned a total of $2.9 million 
(1972 dollars) in 1980, and represented a little more 
than 4 percent of total labor income in basic 
industries. This low percentage may be surprising in 
light of the many hotels and motels in Flathead 
County. But this industry is a good example of why 
we prefer to analyze the basic sector in terms of 
income rather than employment. Most of the jobs
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at lodging places are part-time, seasonal, and pay 
low wages — and the local economic impact of an 
export job is roughly proportional to its labor 
income. For example, the average lodging job paid 
about $6,000 (current dollars) per year in 1980; this 
compared to about $18,000 (current dollars) per 
year in wood products and roughly $25,000 (current 
dollars) in primary metals refining. The lodging 
industry employed about 740 workers during 1980.
It is important to note the growth in the lodging 
industry during the 1970s. Labor income increased 
from $1.1 million (1972 dollars)in 1970 to $2.9 
million (1972 dollars) in 1980. In other words, this 
industry has more than doubled during the last ten 
years.
The figures for retail trade represent the labor 
income derived from the spending of 
nonresidents. In other words, it represents the 
combined impact of persons who come from rural 
areas (such as Poison or Libby) to shop in Flathead 
County plus the tourists who stop and buy items or 
purchase meals at local businesses. There are no 
hard data on the number of dollars spent by 
nonresident shoppers. The export component of 
retail trade was estimated indirectly using data from 
the Census of Retail Trade. Consequently, they 
should be interpreted with caution because they 
are only rough estimates.
The export component of retail trade 
experienced a slight decline; the labor income 
decreased from $1.4 million (1972dollars) in 1970to 
about $1.2 million (1972 dollars) in 1980. We may 
speculate that the increase in tourist expenditures 
was more than counterbalanced by the decline of 
Flathead County as a retail trade center. The 
regional shopping mall in Missoula, which opened 
in 1978, may have put local retailers at a 
disadvantage in terms of their ability to attract 
shoppers from rural areas.
Agriculture represents the net farm income of 
farms and ranches in Flathead County plus the 
wages and salaries of hired hands. As we mentioned 
earlier, agricultural incomes vary significantly from 
one year to the next, and we must be very careful in 
trying to discern a trend from the data presented 
here, which cover only three years. During 1980, 
agricultural earnings were about $2.2 million (1972 
dollars), or about 3 percent of total labor income in 
basic industries. Even though it is relatively small, 
agriculture is more important in Flathead County 
than elsewhere in western Montana. Farms and 
ranches west of the Continental Divide are usually 
small — and generally unprofitable. In the Flathead 
Valley, farms and ranches depend about equally on 
the sale of livestock and grain, and generally fare
better than their counterparts elsewhere in western 
Montana.
So far, we have not mentioned the retirement 
community and its impact on the local economy. In 
fact, we have little data on this segment of the 
economy. The information we do have suggests, 
however, that retirees, while they may be 
important in certain localities, are not a dominant 
factor behind local economic trends. The figures 
do suggest that there are proportionately more 
persons over 65 years of age in Flathead County and 
that certain types of retirement income are 
relatively more important here. But, the deviations 
from the statewide average are not significant. We 
have to keep in mind that the increases in the 
number of retired persons and their incomes have 
been a nationwide trend, and the events here in 
Flathead County may not be much different than 
elsewhere in the country.
In summary, the general economic indicators 
showed relatively rapid economic growth in 
Flathead County. The cause of the growth was an 
expansion of the economic base. The major 
contributor was the modifications at the Anaconda 
Aluminum Company Plant. The wood products 
industry, the other major component of the local 
economic base, is difficult to analyze because it is 
currently in the midst of a cyclic slump. But it 
appears to have grown only modestly during the 
1970s. Tourism in Flathead County more than 
doubled during the 1970s, but it still represents only 
a minor component of the local economic base.
Outlook for the Future
So much for the past. Let's now look at the outlook 
for the economy in Flathead County.
Turning first to the wood products industry, it 
may be helpful to look separately at the long-range 
and the short-range prospects for this industry. In 
the short run, we are obviously in the midst of a 
cyclic trough caused by high interest rates and a 
slowdown in the national housing market. The 
wood products firms in western Montana and here 
in Flathead County have been monitoring their 
inventories closely, and when interest rates finally 
fall, production and employment should increase 
quickly to their prerecession levels.
In the long run, there is both good news and bad 
news for the wood products industry. First, the 
good news. The 1980s are likely to be good years for 
the national wood products industry. The 
demographic characteristics of the population 
suggest that there will continue to be significant 
growth in the number of households, leading to
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corresponding increases in the demand for 
housing. But, there is some question as to the 
degree to which the local industry will share in the 
national prosperity. Probably the most important 
issue is the future availability of raw material and 
the possibility of future reductions in the supply 
from public land. On the other hand, the industry 
may respond by shifting to the use of smaller 
diameter logs, which appear to be more readily 
available. The increased activity along the North 
Fork of the Flathead River is a good example of this 
trend.
In summary, the wood products industry is 
unlikely to be a significant cause of future 
economic growth in Flathead County. But it will 
continue as one of the major components of the 
local economic base.
Next is the Anaconda aluminum plant. It's 
important to keep in mind that the increases in 
labor income and employment during the late 
1970s were due to plant modifications, and will not 
be repeated. But, the long-range outlook for this 
facility is certainly brighter than it was last year. First 
of all, there appears to be a secure supply of 
electricity. The Northwest Power Bill, passed last 
year, assures Anaconda a supply of electricity for 
the next twenty years, albeit at a much higher price. 
These provisions are currently being challenged in 
court—but Anaconda feels confident about the 
outcome. On the other hand, the national and 
international demand for aluminum has softened, 
and while Anaconda does not currently anticipate 
reductions at the Columbia Falls plant, short-range 
layoffs cannot be ruled out.
The outlook for tourism is also not as bleak as it 
once was. Energy and transportation costs will 
continue to rise. But the destination-type resorts 
around Whitefish and Glacier National Park will 
probably be affected least. We should, however, 
keep tourism in proper perspective; even though it 
does provide many job opportunities, which are
especially important for young persons and others 
wishing to work part-time, it ranks far behind 
primary metals refining and wood products in 
terms of its contribution to the local economic 
base.
There is also a trend toward diversification in the 
local economy. For example. Semitool recently 
began production of a product used by the 
electronics industry; it currently employs about 
thirty-five workers. In addition, a T-shirt 
manufacturer, also employing about thirty-five 
workers, opened last spring.
Finally, there is the possibility that the Flathead 
economy may participate in the energy boom. 
There is currently talk of significant new discoveries 
of oil and natural gas along the Overthrust Belt, 
which is centered along the Continental Divide 
from the Canadian border south to Utah and 
Wyoming. It is risky to try to project future trends in 
the energy industry, but certain factors should be 
kept in mind. Firstof all,mostofthe local economic 
impact would occur during the exploration phase; 
it does not require many jobs to service and operate 
oil or gas wells. Inotherwords, millions of dollars of 
oil or gas deposits may translate into only a few new 
basic jobs.
Also, a recently released study by the U.S. 
Department of the Interior does confirm the 
possibility of significant new finds in the Overthrust 
Belt. But the most promising areas are in the 
southern portion, in Wyoming, Idaho, and Utah. 
Within Montana, most exploration activity has 
been centered east of the Divide—around Cho- 
teau and Conrad—and the economic impact will be 
directed toward Great Falls.
In summary, economic growth will continue in 
Flathead County, but at a slower pace than in the 
1970s. The large increases during the late 1970s 
were due to the coincidence of two events: the 
modification at the Anaconda aluminum plant and 
the cyclic expansion of the wood products industry.
□
B E  MONTANA BUSINESS QUARTERLY/Winter 1981 13
An Examination of Havre and the
Tri-County Area
o  n November 4, the Bureau of Business and 
Economic Research presented an economic 
outlook seminar in Havre. This article is based on 
the local area analysis presented at that meeting. 
Since the Havre area economy is based primarily on 
agriculture, the format is slightly different than that 
of our other outlook seminar articles.
The general economic trends will be evaluated 
using statistics for population and per capita 
income. Because of the interdependence in the tri 
county area, statistics are presented for Blaine, Hill, 
and Liberty counties. In order to keep things in 
perspective, the corresponding figures for 
Montana are also shown.
General Economic Indicators
Population
When analyzing a-local economy, economists often 
first turn to population data to measure local 
trends. Table 1 presents 1970 and 1980 population 
statistics for Blaine, Hill, and Liberty counties (often 
called the tri counties) and Montana. Comparing 
the figures for 1980 to those for 1970 provides a 
reliable measure of the trend in population during 
the last decade.
It takes only a quick glance at the data to 
conclude that the population trend in the tri 
counties has been relatively stable. Blaine, Hill, and 
Liberty counties had a total of about 27,300 
residents in 1980. During 1970 the corresponding 
figure was roughly 26,500 persons. In other words, 
the population of the tri counties increased about 
3.0 percent between 1970 and 1980. In comparison, 
Montana's population rose from 694,400 in 1970 to 





Blaine, Hill, and Liberty 
Counties, and Montana 
1970 and 1980 










Chinook c i ty 1.8 1.7 -8 .4
Harlem c ity i . l 1 .0 -8 .6
H i l l  County 17 .* 18.0 3 .8
Hingham c ity • 3 .2 -2 9 .0
Havre c ity 10.6 10.9 3 .8
L ib erty  County 2 .* 2 .3 -1 .3
Chester town .9 1.0 8 .9
Total t r l  counties 26.5 27-3 3 .0
Montana 6 9 * .* 786.7 13.3
Source: U.S. Department o f  Commerce, Bureau o f the Census, U.S.
Census o f  P o p u la tio n : Montana (Washington, D .C .: U.S. Government 
P rin tin g  O ff ic e ) .
Note: Percentages computed using unrounded numbers.
The lack of significant population growth in the 
tri counties should be interpreted with a grain of 
salt; it does not imply a declining or stagnant 
economy. Many Montana counties had relatively 
stable or even declining populations during the 
1970s. Almost all the population growth in the state 
was concentrated in the major urban areas (such as 
Billings and Missoula) and in counties located near 
energy developments. In fact, twenty-five of 
Montana's fifty-six counties lost population 
between 1970 and 1980.
Looking specifically at the tri counties, we see 
that the population of Hill County inched upward 
from 17,400 in 1970 to 18,000 in 1980, a rise of about 
3.6 percent (the percent changes in table 1 were 
computed using unrounded numbers). The city of 
Havre accounted for about 60 percent of the 
county's population; it had approximately 10,600 
residents in 1970 and 10,900 in 1980. The population 
of Hingham, the other incorporated area in Hill 
County, declined from about 300 to roughly 200 
residents during the 1970s; the 29.0 percent decline 
should be interpreted cautiously because of the 
small numbers involved.
Blaine County, just to the east of Hill County, had 
6,700 residents in 1970 and 7,000 in 1980, an increase 
of about 4.0 percent. The population in both 
incorporated areas in the county declined slightly 
between 1970 and 1980; Chinook decreased from 
about 1,800 to 1,700 persons, while Harlem 
declined from 1,100 to 1,000.
The population of Liberty County, the most 
western tri county, has been stable during the
1970s. It stood at 2,400 persons in 1970 and 2,300 in 
1980. Similarly, the city of Chester had 900 to 1,000 
residents throughout the decade.
Per capita income
The population data do not tell us all we want to 
know; they report the number of persons living in 
the tri counties but say nothing about their 
economic status. Our second general economic 
indicator is per capita income, equal to total 
personal income divided by population. It is used as 
a measure of economic well-being; that is, how 
“ well-off" people are. The major drawback of per 
capita income is that it equates economic well 
being with money income, and certainly the 
residents of the tri counties enjoy many benefits 
which cannot be easily converted into dollars and 
cents. In order to eliminate the effects of inflation, 
the per capita income figures here have been 
converted to constant 1972 dollars.
Per capita income for Blaine, Hill, and Liberty 
counties during the 1970s is graphed in figure 1. The 
corresponding figures for Montana are also shown. 
The striking feature of the graphs for the tri 
counties is the extreme year-to-year variability. In 
Liberty County, for example, per capita income 
rose from about $6,100 (1972 dollars) in 1974 to 
$8,730 (1972 dollars) in 1975, and then declined to 
$7,050 (1972 dollars) in 1976 and to $4,900 (1972 
dollars) in 1977. The variations in Hill and Blaine 
counties were less severe, but still sizable.
“Agriculture is the component 
responsible for the fluctuations 
in per capita income/'
Agriculture is the component responsible for the 
fluctuations in per capita income. As we will see 
later, farms and ranches are the mainstay of the 
local economy, and agriculture is a volatile 
business. The peaks and troughs in figure 1 trace 
the fortunes of agriculture during the 1970s; in 
general, conditions were much better during the 
middle years (1972-1975) than early or late in the 
decade. One may even be more specific. Cattle 
prices peaked before grain prices during the 1970s, 
and per capita income turned downward in Blaine 
County (where farms and ranches are relatively
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Figure 1 
Per Capita Income 
Blaine, Hill, and Liberty Counties, and Montana 
(In 1972 Dollars)
$3,530, or roughly 16 percent less than that for the 
state as a whole.
A trend in per capita income is difficult to discern 
because of the volatility and the relatively high 
incomes during mid-decade, both of which were 
caused by agricultural conditions. But, over the long 
run there does appear to be a slight upward trend in 
the graphs for Hill and Liberty counties, especially if 
the 1979 figures are revised upward. Statewide, per 
capita income rose from $3,700 (1972 dollars) in 
1970 to about $4,600 (1972 dollars) in 1979, 
representing an average increase (after correcting 
for inflation) of about 2.4 percent per year.
What do the general economic indicators say 
about overall conditions in the tri-county area? The 
trends in population and per capita income are in 
sharp contrast; population has been relatively 
stable while per capita income was extremely 
volatile. Per capita income in Hill and Liberty 
counties has consistently been well above the 
statewide average. In other words, there has been 
relatively little change in population, and 
economic well-being, while it may average slightly 
above the statewide figure, has been subject to 
extreme variations.
The Basic Industries
Sources: U.S. Department of Commerce, Bureau of 
Economic Analysis, unpublished data (Washington, 
D.C.).
Note: Figures have been deflated using the implicit price 
deflator for personal consumption expenditures from 
the U.S. Department of Commerce.
more oriented toward livestock) in 1974, while in 
Hill and Liberty counties (where wheat is the major 
crop) it began to decline two years later. The sharp 
1979 decline reported for all three counties should 
be interpreted cautiously; the U.S. Department of 
Agriculture recently revised upward the estimates 
of farm income during that year, and this may 
modify the trend in per capita income.
Analyzing per capita income in the tri counties 
during the 1970s is difficult because of its extreme 
volatility. But, it does appear that per capita income 
in Liberty and Hill counties has consistently been 
above the figure for Montana, while in Blaine 
County it was below the statewide average. From 
1970 to 1979, per capita income in Liberty County 
averaged $6,312 (1972 dollars), almost 50 percent 
above the average of $4,217 (1972 dollars) for 
Montana during the same period. In Hill County, 
the ten year average was $4,545 (1972 dollars), about 
8 percent greater than the statewide figure. Finally, 
the average for the decade in Blaine County was
When analyzing a small economy, such as the tri 
counties, economists often divide the economy 
into basic and derivative industries. Basic (or ex 
port) industries depend heavily on markets outside 
the area or are influenced by factors originating 
beyond the region's borders. The major examples 
of export industries are agriculture, manufacturing, 
railroads, and the federal government. These 
industries inject new funds into an economy, which 
create additional incomes as they are spent and 
respent locally. They are sometimes called the 
economic base.
Derivative industries, on the other hand, 
primarily serve the local population. Examples are 
retail trade, services, and local governments. 
Economists believe that changes in the export 
industries lead to further changes in the derivative 
industries.
Even though basic industries are a straightfor 
ward concept, they are sometimes difficult to 
measure. Some do not correspond to the Standard 
Industrial Classification (SIC) Codes. For example, 
portions of the tourist industry are found in retail 
trade, services, and other categories. In addition, 
data for certain export industries are simply not 
available. Havre serves as a regional medical center, 
for example, attracting patients from surrounding
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areas. There are very few data concerning the 
earnings of health care professionals, let alone the 
portion derived from nonresidents.
In short, the following data concerning export 
industries should be interpreted with caution. In 
many cases, they are estimates and are probably not 
accurate to the last cent. These figures do, however, 
represent the best information available and do not 
misrepresent the important features of the local 
economy.
Agriculture: an overview
Agriculture is the single most important 
component of the economic base in the tri 
counties. Before looking specifically at its 
contribution to the local economy, we will examine 
general characteristics of farms and ranches in the 
area. Table 2 summarizes data reported by the 1969 
and the 1978 Censuses of Agriculture.
Altogether, there were about 1,466 farms in 
Blaine, Hill, and Liberty counties during 1978. This 
figure is down about 10 percent from the 1,637 
farms reported in 1969. The decrease in the tri 
counties is greater than the 2.0 percent statewide 
decline in the number of farms.
Statistics reporting the number of farms must be 
interpreted cautiously. In recent years, small part-
Table 2
Characteristics of Farms and Ranches 
Blaine, Hill, and Liberty Counties, and Montana 
1969 and 1978
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48.7
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time farms have become increasingly popular, 
particularly near large urban centers. In order to 
eliminate many of these small agricultural units, the 
U.S. Department of Agriculture also reports 
statistics for farms with sales greater than $2,500 per 
year. In the tri counties, the number of farms with 
sales over $2,500 decreased from 1,472 in 1969 to 
1,376, a decline of roughly 6.5 percent, as compared 
to a 1.7 percent increase statewide.
The declining number of farms may be attributed 
to consolidation rather than the loss of agricultural 
land. The average size of farms with sales over 
$2,500 per year increased in all three counties, as 
compared to a decrease statewide. During 1978, the 
average farm in Hill County was about 2,526 acres, 
as compared to 2,696 in Montana. The average was 
3,498 acres in Blaine County and 3,241 acres in 
Liberty County, both well above the statewide 
figure.
Not only are farms and ranches in the tri counties 
larger than the statewide average, but they also 
have greater revenues. In Hill County, the sale of 
agricultural products averaged about $36,592 (1972 
dollars) per farm in 1978, as compared to $28,168 
(1972 dollars) for all farms and ranches in Montana. 
The corresponding figures were $36,400 (1972 
dollars) in Blaine County and $45,995 (1972 dollars) 
in Liberty County. Between 1969 and 1978, average 
per farm revenues generated from the sale of 
agricultural products rose between 47.7 and 59.7 
percent in the tri counties, well above the 26.1 
percent statewide increase.
Farms and ranches in the eastern portion of the 
tri county area are quite different from those in the 
western portion. In general, farms in the west are 
more oriented toward crops (primarily wheat) 
while those in the east are relatively more 
dependent on livestock. During 1978, livestock 
accounted for more than one-half of agricultural 
revenues in Blaine County, but just more than 10 
percent in Liberty County. In Hill County, the sale 
of livestock contributed about 14 percent of total 
agricultural products sold. Notice, however, that 
the sale of livestock became relatively less 
important as a source of revenue in all the counties 
between 1969 and 1978, probably reflecting the 
declining trend in cattle prices during this period.
In summary, farms and ranches in the tri counties 
tend to be slightly larger than the statewide average. 
They also have greater revenues. Agricultural units 
in Blaine County are more oriented toward 
livestock than those in Hill and Liberty counties, 
which depend more on the sale of crops.
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Nonfarm basic industries in H ill County
Basic industries are measured using labor income. 
That is the wages and salaries, proprietors' income, 
and certain monetary fringe benefits of persons 
working in these industries. These earnings 
represent an injection of new funds into a local 
economy which in turn create additional income as 
these dollars are spent and respent in the area.
Notice that we have made no reference to the 
number of basic industry workers—the persons 
actually employed in the basic industries. It is the 
amount of labor income which affects the local 
economy, not necessarily the number of primary 
workers. It makes little difference whether $10,000 
of primary earnings represents the salary of one 
person, or the income of two persons each making 
$5,000. We will narrow our focus and look only at 
the basic industries in Hill County. The remaining 
portion of the tri counties is not forgotten; their 
economic impact is reflected in the trade center 
industries.
Labor income in the Hill County nonfarm basic 
industries during 1980 is shown in figure 2. These 
figures were converted to 1972 dollars. Only the 
nonfarm basic industries are examined here; the 
contribution of agriculture to the local economy 
will be discussed later.
The Burlington Northern Railroad is the largest 
nonfarm basic industry in Hill County. During 1980, 
it had about 950 employees in the Havre area. These 
workers earned about $12.8 million (1972 dollars) 
and accounted for about 60 percent of total 
nonfarm basic labor income. Havre is a division 
headquarters for the Burlington Northern Railroad. 
It is the base for about 50 train crews serving the 
Highline from Glasgow to Whitefish. In addition, 
there are diesel engine and car repair shops, a 
materials depot, a yard o ffice , and a 
superintendent's office.
The second largest nonfarm basic industry is the 
federal government. During 1980, there were about 
170 federal employees in Hill County. Their 
earnings of about $2.4 million (1972 dollars) 
represented roughly 11 percent of the total. We 
don't have precise statistics, but about one-third of 
the federal workers were employed by the U.S. Post 
Office, while the remainder were with other 
federal agencies (such as the U.S. Department of 
Agriculture and the Border Patrol) which maintain 
offices in the Havre area. Even though many federal 
employees serve the local population, they are 
classified under the basic industry heading because 
they are paid from nonlocal sources.
Figure 2 
Labor Income In 
Nonfarm Basic Industries 
Hill County, 1980 
(In 1972 Dollars)
Sources: U.S. Department of Commerce, Bureau of 
Economic Analysis, unpublished data (Washington, 
D.C.).
Note: Figures have been deflated using the implicit price 
deflator for personal consumption expenditures from 
the U.S. Department of Commerce.
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Faculty, staff, and student workers at Northern 
Montana College earned about $1.7 million (1972 
dollars) in 1980, and represented roughly 8 percent 
of the total for nonfarm basic industries. These 
figures may slightly understate the total impact of 
NMC because they do not include the spending of 
nonresident students; they are similar to tourists in 
that they spend in local stores but much of their 
income may come from home. Most of this 
spending is included in the export component of 
retail trade, which will be discussed later.
The manufacturing category consists chiefly of 
three components: a farm machinery manu 
facturer, a fertilizer plant, and a meat packer. Big 
Bud Manufacturing produces farm tractors which 
are sold worldwide, and is the largest industry in 
manufacturing. The Rocky Mountain Packing 
Company and the Cenex fertilizer plant are the 
other businesses included in this category. Taken 
together, these firms paid about $1.5 million (1972 
dollars) in labor earnings and accounted for about 
7.0 percent of nonfarm basic labor income.
The mining category consists mostly of persons 
employed in oil and gas exploration. During 1980, 
there were about 75 workers in this industry with 
total earnings of about $1.4 million (1972 dollars). 
These figures may significantly understate the 
importance of this activity; they exclude the self- 
employed (and persons in this industry are noted 
for their independence) and also the employees of 
firms with headquarters outside Hill County.
The figures for retail trade are the basic 
component of this industry. They represent the 
labor income associated with the nonresident 
shoppers; that is the residents of nearby rural areas, 
the tourists (including Canadians), and the 
nonresident students of NMC who shop in Havre. 
We do not have reliable data for the actual number 
of dollars spent by nonresidents; the figures 
presented here are simply a rough estimate of labor 
income based on a number of sources, and should 
be interpreted cautiously.
In light of Havre's reputation as a regional trade 
center, the relatively small labor income associated 
with the basic component of retail trade may be 
surprising. The $1.1 million (1972dollars) represents 
only 5 percent of the total for nonagricultural basic 
industries. While Havre attracts shoppers, many 
residents of Hill County go to larger trade centers 
(such as Great Falls) to shop. In other words, the 
$1.1 million (1972 dollars) represents the net effect 
of this industry on the local economy.
However, Havre does appear to be growing as a
"Havre does appear to be 
growing as a regional trade 
center."
regional trade center. Again keeping in mind that 
we do not have precise numbers, the available data 
do suggest that prior to 1977 retail trade did not 
contribute to the local economic base. That is, the 
amount spent by visitors was just about 
counterbalanced by Havre residents shopping 
elsewhere. Then, in 1978, the situation began to 
change, and the basic component of retail trade 
became a measurable component of the economic 
base. We may speculate that the opening of the 
Holiday Village Shopping Center attracted more 
nonresidents (including Canadians) to come to 
Havre and enticed local residents to shop nearer 
home.
So far we have talked only about total retail trade, 
and there are obviously many differences between 
a clothing store and a gas station. Unfortunately, 
the only detailed data are from the 7977 Census of 
Retail Trade, and these figures must be interpreted 
very cautiously because they predate the opening 
of the Holiday Village Shopping Center. Figure 3 
presents 1977 retail sales in Hill County for broad 
categories of businesses. The largest retail category 
was food stores, with total sales of about $10.3 
million (1972 dollars), or about 21 percent of the 
total. The second largest was auto dealers, with 
sales of $9.2 million (1972 dollars), or 19 percent of 
the total. It is difficult to predict the effects of the 
Holiday Village Shopping Center on the structure 
of retail trade in Hill County. We may speculate, 
however, that the greatest increases since 1977 
were in general merchandise, drug, and apparel 
stores; most shopping center occupants are in 
those categories.
The wholesale trade category contains firms 
closely associated with agriculture; it includes farm 
machinery dealers, including the sales division of 
Big Bud, and livestock and grain dealers, who are 
primarily concerned with selling local agricultural 
products to out-of-state buyers. Lodging repre 
sents a portion of the tourist industry. Finally, 
agricultural services include a number of relatively 
small firms providing services to farms and ranches 
throughout the Highline.
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Figure 3
Retail Trade Sales by Business Type 
Hill County, 1977 
(In 1972 Dollars)
Sources: U.S. Department of Commerce, Bureau of Note: Figures have been deflated using the implicit price
Census, 7977 Census o f Retail Trade: Montana deflator for personal consumption expenditures from
(Washington, D.C.: U.S. Government Printing Office). the U.S. Department of Commerce.
Agriculture as a basic industry
The importance of agriculture to the local economy 
cannot be measured in the same manner as the 
nonfarm basic industries. First of all, as we have 
mentioned repeatedly, agricultural income is 
extremely volatile; the figures for a single year may 
be much too high or too low depending on 
whether it was a good or bad year.
Second, statistics for labor income may 
significantly understate the importance of farms 
and ranches to the local economy. Agriculture has 
more links with the local economy; that is, in 
addition to spending much of their income in 
nearby stores, farmers and ranchers buy many of 
their supplies locally—such as seed, farm 
machinery, and fertilizer. In comparison, labor 
income (and perhaps utility payments and local 
taxes) accounts for most of the local expenditures 
by nonfarm basic industries; that is, these 
businesses tend to purchase a smaller share of their 
supplies locally.
Because of these difficulties, agriculture will be 
analyzed using a range of values. Figure 4 presents 
figures for labor income in agriculture and 
marketing receipts for farms and ranches in Hill 
County. The labor income figure probably 
understates the local impact because of the greater 
links between agriculture and the rest of the 
economy. Receipts from marketings, on the other 
hand, is a higher estimate because some purchases 
are made from nonlocal sources. In order to correct 
for the year-to-year variations, a six year (1974 to 
1979) average is presented.
Between 1974 and 1979, labor income in 
agriculture averaged about $12.4 million (1972 
dollars) while receipts from marketings were 
approximately $32.9 million. Comparing these 
figures to the total labor income of about $21.7 
million (1972 dollars) for the nonfarm basic 
industries suggests that agriculture represents from 
34 to 60 percent of the economic base in Hill 
County.
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Summary
Agriculture is the cornerstone of the Havre area 
economy. Depending on the measure used, farms 
and ranches in Hill County account for one-third to 
two-thirds of the economic base. In addition, the 
effects of agricultural units in adjacent areas are 
reflected in the statistics for the export component 
of retail trade, farm machinery and supplies, and 
other categories. The largest nonfarm basic 
industry is the Burlington Northern Railroad. 
Manufacturing (primarily Big Bud Manufacturing) 
and the exploration for oil and gas are also 
significant components.
Figure 4
Average Gross Farm Receipts and Labor Income 
in Agriculture in Hill County, 1974-1979 
(In 1972 Dollars)
Sources: U.S. Department of Commerce, Bureau of 
Economic Analysis, unpublished data (Washington, 
D.C.).
Note: Figures have been deflated using the implicit price 
deflator for personal consumption expenditures from 
the U.S. Department of Commerce.
Outlook for the Future
The economic outlook for the tri counties is closely 
tied to agriculture, the largest basic industry. We 
will emphasize the long-range prospects for 
agricultural products; short-range trends are very 
difficult to forecast because they are influenced by 
unpredictable events such as the weather, the 
wheat crop in Russia, and U.S. foreign policy.
Most agricultural experts are optimistic about the 
outlook for both wheat and cattle during the 1980s, 
with slightly more enthusiasm for wheat than cattle. 
They believe that export demand for U.S. wheat will 
lead to rising sales and strong prices. They also 
forecast an increase in the demand for red meat, 
but at a slower rate than for wheat because most 
beef is sold in the domestic market.
The optimism concerning agricultural products 
does not extend to farm profitability. Agricultural 
costs are projected to increase at about the same 
rate as revenues, so that net farm income (after 
correcting for inflation) is not likely to increase 
significantly.
Given the structure of agriculture in the tri 
counties, the outlook for the wheat farms in Liberty 
and Hill counties appears to be rosier than that for 
cattle ranches in Blaine County. Rising agricultural 
costs will intensify the pressures on small and 
inefficient operations, and the trend toward larger 
and more capital intensive farms and ranches will 
probably continue.
The impacts of agriculture on the local 
economy—that is, the effects on Main Street 
business—are more closely related to gross farm 
receipts (which determine the amount the farmers 
and ranchers spend locally) than to the net farm 
income. This suggests that agriculture will probably 
exert a positive influence on the local economy, 
regardless of the overall profitability of farms and 
ranches.
The recent high interest rates have significantly 
decreased the demand for farm machinery, 
irrigation equipment, and other agricultural items. 
If the current downward trend in interest rates 
continues, these businesses may experience 
increases in sales.
Among the nonfarm basic industries, oil and gas 
extraction is the most promising. There has been 
increased exploration throughout north central 
Montana and this is likely to continue during the 
next few years. Since Havre is the closest trade 
center, it will experience much of the economic 
impact. Keep in mind, however, that the benefits 
may be short lived. Even if the drilling is successful, 
the economic impacts will decrease significantly
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once the exploration crews leave, because very few 
workers are required to operate an oil or gas well.
Havre may continue to grow as a regional trade 
center. But, the economic impact should be kept in 
perspective. Sales to nonresidents and the gain 
from people shopping at home will only be a small 
portion of total retail sales, and represent a tiny 
component of the local economic base. Even in 
Billings, which is by far the major retail center in 
Montana, it was the growth in wholesale trade— 
rather than retail trade—which was the major 
contributor to economic growth. In short, the trade 
center function will provide some stimulus to the
local economy, but it is unlikely to be a major factor 
affecting long-range growth.
In summary, the future economic trends in the tri 
counties are likely to be similar to that of the past. In 
the short run, decreases in interest rates are likely to 
benefit farmers and agricultural suppliers. In the 
long run, the area will continue to be dependent on 
farms and ranches; but the outlook is bright for 
local agricultural products. The economic impact 
of oil and gas exploration may be temporary, and 
there are no major changes likely in the other 
nonfarm basic industries. □
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in a Small Business
ROBERT W. HOLLMANN 
MAUREEN F. ULLRICH
Today’s business organizations continue to grap- 
pie with the problems of reduced productivity, 
decreased satisfaction, and increased apathy 
among their workforce. These problems are just as 
real for small businesses as they are for large firms. It 
is our belief that small businesses can resolve many 
of these difficulties through the application of 
some techniques that have been used by larger 
organizations. Before we discuss these methods, 
however, it would be helpful to describe some of 
the salient characteristics, attitudes, and expec 
tations of today's labor force; this should facilitate a 
better understanding of the nature and causes of 
the problems and why the proposed methods are 
likely to solve them.
There are three major characteristics of today's 
labor force that should be highlighted. First, the 
work force is more educated than at any time in our 
history. In March 1979, 36 percent of all U.S. 
employees age 18 and above had completed at least 
one year of college and over 18 percent had 
completed four years or more. In 1970, these 
figures were only 26 percent and just under 13 
percent, respectively.1 A recent survey showed that 
24 percent of heads of households in Montana 
were college graduates and another 22 percent had 
attended some college.2
’Anne McDougall Young, "Trends in Educational Attainment 
Among Workers in the 1970s," Monthly Labor Review 103 
(July 1980): p. 44.
2Susan Selig Wallwork, Maxine C. Johnson, and Paul E. Polzin, 
Housing Needs and Preferences: A Survey o f Montana 
Households (Missoula: Bureau of Business and Economic 
Research, University of Montana, 1979).
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Second, there are more women in the labor 
force. In 1970, the U.S. labor force of nearly 86 
million included over 31 million women (about 37 
percent); in 1979, this percentage had incresed to 
over 41 percent.3 For Montana in July 1981, 45 
percent of the 284 thousand nonagricultural wage 
and salary workers were women.4 Women aged 
twenty-five to thirty-four have contributed the 
most to this gain in overall female employment. In 
1969, 56 percent of all women in this age group 
worked, while in 1979, the figure increased to 74 
percent.5
Third, there is a record number of dual-earner 
families in the labor force. In March 1979, over 59 
percent of all married couple families in the United 
States had at least two members who were earners.6 
In Montana, the percentage was a reasonably 
comparable 57 percent.7 Of course, the main 
reason for such a large figure is the number of 
working wives. Since 1970, the number of working 
wives has increased one-third, rising from 18.4 
million to nearly 24 million.8
Not only has the composition of the labor force 
changed, but so have worker attitudes and 
expectations. These attitudes, of course, have been 
affected by a number of cultural changes in our 
society. Among the more prominent are: more 
flexible and equal division of work roles and home 
roles between the sexes; greater awareness of and 
concern over issues pertaining to physical and 
mental health; increased psychology of “ entitle 
ment to the good life” ; a changing definition of 
success, with less emphasis on material achieve 
ment and more on personal fulfillment; and a 
growing belief that organizations are also obliged 
to contribute to the quality of life and of society.
As a consequence of these shifting labor force 
characteristics and cultural changes, today's
3"Employment in Perspective: Working Women," U.S. 
Department o f Labor, Bureau of Labor Statistics, Report 587 
(Washington, D.C., 1980), 3nd Monthly Labor Review 104 
(February 1981): p. 87.
4"Montana Employment and Labor Force Monthly Report," 
Montana Department o f Labor and Industry, Employment 
Security Division, Volume 11, Number 8 (Helena, 1981), p. 30.
5Sylvia Lazos Terry, "W ork Experience of the Population in 
1979," Monthly Labor Review 104 (June 1981): p. 50.
6Beverly L. Johnson, "Marital and Family Characteristics of the 
Labor Force, March 1979," Monthly Labor Review 103 (April 
1980): p. 48.
7U.S. Department o f Commerce, Bureau of the Census,
"Money Income and Poverty Status in 1975 of Families and 
Persons in the United States and the West Region, by 
Divisions and States (Spring 1976 Survey of Income and 
Education)," Current Population Reports, Series P-60, 
Number 113, (Washington, D.C.: U.S. Printing Office, 1978),
“Johnson, "Marital and Family Characteristics," p. 48.
“ Not only has the composition 
of the labor force changed, but 
so have worker attitudes and 
expectations.”
employees manifest a set of somewhat different 
work attitudes and expectations of the work 
setting. A thorough discussion of these is beyond 
the scope of this article.9 We can, however, identify 
the more prominent attitudes and expectations. 
Generally speaking, today's workers:
—want an interesting and challenging job,
—want the opportunity to make meaningful 
contributions to the organization and desire a 
recognition of their worth as individuals,
—wish to have more responsibility and authority 
on the job, as well as a stronger voice in decisions 
affecting them,
—believe that work is important but not the end 
itself; work is a means to self-fulfillment, and 
—desire to have more time for personal matters 
and leisure activities.
Large businesses have responded to these 
attitudes and expectations in a variety of ways. Four 
approaches that we feel are particularly applicable 
to small businesses are job redesign, work schedule 
flexibility, employee participation, and “ quality 
circles.''
Job redesign
One way of enriching the work setting is to focus on 
the actual work being performed by employees 
and try to make it more exciting, challenging, and 
meaningful for them. There are two basic ways in 
which the work can be redesigned. One way is to 
enlarge jobs. Many times worker productivity is low 
and attendance rates are poor because jobs consist 
of such a small number of different tasks or 
operations that workers are just plain bored. Under 
these circumstances, jobs could be “ enlarged”  to 
include one or more new tasks or operations. This 
gives the jobs greater variety, which might be just 
enough to offset that boredom. In a similar vein, 
sometimes a number of workers can be rotated 
among a variety of jobs that individually have a
9Readers interested in pursuing these attitudes, expectations, 
and cultural changes may wish to examine Clark Kerr and 
Jerome M. Rosow, eds.. Work in America: The Decade 
Ahead (New York: Van Nostrand Reinheld, 1979).
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limited number of tasks or operations. In this 
manner, the jobs themselves are not changed, but 
each worker's "job " has been given greater variety.
For example, one of the authors recalls an auto 
dealership that had a standard procedure for 
preparing new cars for delivery. The last step (and 
position) in this procedure was to wash and vacuum 
the vehicle. Turnover in this position was extremely 
high. When management determined that the 
cause of the turnover was the boring nature of the 
job, it decided to rotate workers between the 
wash/vacuum task and some other tasks, such as 
checking lubrication and fluid levels, touching up 
scratches, and adjusting door, hood, and trunk 
alignments. All workers found this rotation gave a 
pleasing variety to their work; turnover in the 
wash/vacuum position dropped immediately and 
job satisfaction among the other employees in 
creased.
The second way of redesigning a job is to 
"enrich" it. Enriching a job basically involves giving 
the job holder more decision-making responsibili 
ty, especially for matters relative to the planning of 
how a job is done and/or the controlling of 
whether it has been done properly. In effect, job 
enrichment results in the delegation of new 
decision-making responsibilities to employees. 
Some examples of job enrichment are having a 
janitor determine how a building is to be cleaned 
and select the various cleaning products to be used 
on the job; allowing appliance service employees 
to arrange their own daily service schedule; having 
assembly workers check their work for accuracy 
instead of using quality control inspectors; permit 
ting clerical workers to schedule the flow of their 
work for each day instead of having the office
manager assign a new task upon completion of 
each previously assigned task; and having salesper 
sons monitor inventory levels and reorder items 
when stock reaches a low point.
One other job redesign method that could be 
used by small businesses is job sharing. In this 
approach one job is "broken" into two or more 
jobs that are filled by two or more persons—each 
on a part-time basis. Job sharing is especially useful 
when the job has a wide range of dimensions and it 
is difficult to find one individual qualified to 
competently perform all of these dimensions. 
Allowing two persons to perform that part of the 
job for which he or she is qualified ensures that the 
total job is done while simultaneously providing a 
multiple employment opportunity. This method is 
a particularly useful way of employing individuals 
who wish to return to work but, for any of a number 
of reasons, cannot work full time.
Schedule flexibility
Over 10 million Americans work on flexible 
schedules. The most widespread pattern is one 
which permits employees to adjust their beginning 
or ending hours. The compressed work week also is 
an option preferred by some businesses.10
The small business can take advantage of this new 
trend. Businesses that have incorporated some 
alternative scheduling plan into their organization 
have found several advantages. They find that 
alternative scheduling allows a company to provide 
a major benefit to employees at low cost. It has also 
been found that productivity is increased by 
improving morale and allowing for a more efficient 
use of time. The employee who stays a few minutes 
late to finish a project knows that the time can be 
regained later. Employees feel that they do not 
have to "make work" to fill in empty times. And 
workers have time to attend to personal matters at 
either the beginning or the end of the day.11
Retail stores especially have the opportunity to 
consider alternative schedules. Since the majority 
of Americans are now working, many find it 
difficult to shop during the standard 9-5 business 
hours. Retailers have the opportunity to match 
their new market by changing their business hours 
to times that give them maximum availability to 
shoppers. Since many people shop during the noon 
hour or immediately after work, business hours of
10l/.S. Department o f Labor News (February 1981).
"R. T. Golembiewski, R. G. Fox, and C. W. Proehl, “ Flexitime: 
The Supervisors' Verdict/' The Wharton Magazine (Summer 
1980): pp. 43-47.
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11-7 seem to be particularly effective. It's in 
teresting to note that forty years ago all small town 
retailers operated on this principle—remember 
when the stores were open Saturday nights and the 
bank was open all day Saturday?
The major variant of alternative scheduling is 
flexi-time. This type of scheduling sets “ core 
hours" during which all employees must be at work 
and “ flexible hours" from which they may select 
the remaining hours of work in order to total eight 
hours for the day. Figure 1 gives an illustration. 
According to this plan, all workers must work from 
10 a.m. to 3 p.m. Each employee can then select the 
remaining hours necessary to fulfill his or her eight- 
hour day requirement from the 6-10 a.m. or 3-6 
p.m. time periods.
Sales people, managers, service workers, and 
clerical employees have found the flexi-time 
method of scheduling convenient. As an example, 
service workers in a local appliance store have 
adopted this system. The company has found that 
most servicing of appliances now occurs after 5 
p.m. Their service workers have a core of 2-6 p.m. 
and begin and stop work depending upon the 
number of calls to be made.
Recently, interest in the four-day work week has 
increased. Public employees such as police or 
firefighters have worked on this schedule for many 
years. As energy costs are rising, some firms are 
moving to a four-day work week. Automation in 
the form of word processing has made the four-day 
work week popular with firms that employ clerical 
workers. Word processing operators claim that 
they are most productive during the two extended 
hours of their day.
Another form of alternative scheduling is an 
increased use of part-time workers. These 
employees can be scheduled to meet the cyclical
demands of the firm. Often such workers are loyal, 
dedicated employees who have very high morale 
because their work schedules may be adjusted to 
their personal needs. While fringe benefits are 
sometimes more costly for two part-time workers 
than for one full-time worker, these costs can often 
be offset by the lower wages that can sometimes be 
paid to part-time workers.
Alternative scheduling offers an opportunity to 
include employees in some important decisions 
about their own jobs. Study after study suggest that 
this leads to increased morale and productivity.
Employee participation
With increasing media attention on the issue of 
productivity, employers have been encouraged to 
establish participation systems in their businesses. 
Needless to say, the small business person is very 
hesitant to allow employees to run the business. In 
fact, many owners see these methods as a means of 
destroying their personal creativity and entrepre 
neurial spirit. The problem is that employee 
participation is easily misunderstood.
Employee participation does not have to be an 
“ all or none" approach. Rather, as one author has 
suggested, employers should have employees 
participate only on feasible sets of problems.12 
Employees can join the owner in decision making 
in many ways. Often it is possible to present 
employees with a tentative decision and ask for 
their input. Suggestions from them may well 
improve the first choice made by the owner. In 
other instances the employer may establish rules 
and allow the employees to make the decision
12V. H. Vroom, “ A New Look at Managerial Decision-Making," 
Organizational BehavEor (Spring 1973): pp. 66-80.
Sample Flexi-time Schedule
FLEXIBLE HOURS CORE HOURS FLEXIBLE HOURS
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6 a m- 7 8 9 10 11 12 1 2 3 4 5 6 p.m.
“ Employee participation does 
not have to be an 'all or none' 
approach.”
within those rules; or it is possible to let the 
employees make all decisions within the business's 
financial restraints.
Some decisions can rightly only be made by the 
business owner, whereas others are better made 
with intelligent group participation. As an example, 
it is appropriate for the business owner to decide 
that layoffs are necessary during a period of 
business slowdown. The employees, however, can 
be very helpful in deciding how the layoffs should 
be handled. The Montana Job Service recently was 
confronted with this problem. Different offices 
made different decisions, and employees par 
ticipated in these decisions. I none office, everyone 
took a reduced work week so that everyone 
continued to work, while in another office several 
employees were laid off. As a result, most 
employees and management were pleased with the 
input they all had and with the final outcome.
If you think you want to try employee participa 
tion, it is necessary to remember some important 
guidelines.
1. The owner must believe that employees will 
behave responsibly. It has been shown repeatedly 
that even in such sensitive areas as pay raises, most 
employees will work for the best interest of the 
firm.13 Employees will recognize immediately when 
the owner is not being honest. They will become 
very angry if they believe they are being 
manipulated.
2. The boundaries o f decisions must be made 
clear. The owner must indicate what decision is to 
be made. If employees are to decide the vacation 
schedule, they must understand the staffing needs 
of the business at different times of.the year and 
day. If employees do not understand, as in this 
situation, it is possible to create an "all out war" 
between management and workers.
3. The owner must make it clear that he has the 
right to reject any decision, but should do so only 
for valid reasons. Many times, employees may not 
have full information about a situation. They will be
13J. R. Hackman and J. L. Suttle, Improving Life at Work (Pacific 
Palisades, California: Goodyear, 1977).
grateful if you keep them and yourself from making 
a bad decision.
4. The owner must remember that not all 
employees want to participate in decision making. 
Sometimes we become so enthusiastic about an 
idea such as this that we forget that some workers 
are primarily interested in their paycheck and not 
how they get it. It must be remembered that there 
are many value systems among workers.
In a small business, employee participation is 
particularly effective because of the close interac 
tion between the owner and employees. Everyone 
recognizes that he or she is on the same ship and is 
thus extraordinarily eager to work with others. No 
one wants to be associated with a bankrupt 
business. Further, employee participation will help 
meet the job expectations expressed by today's 
workers.
Quality circles
Through much attention in the media recently, 
Americans have learned about the Japanese notion 
of quality circles. Many respond negatively to what 
they perceive as a foreign idea. Actually, quality 
circles was an American idea, introduced to Japan 
by Dr. Edward Deming. Further, this idea has 
potential for the small business as well as the large.
The point of the quality circle is to bring to 
management's attention problems that are solvable 
and that will improve productivity and profits. 
Currently this technique is being criticized because 
many systems have actually only created complaint 
sessions which have served to lower employee 
morale.
The quality circle (QC) concept can be very 
useful to the small business. The owner cannot 
always know all the problems of his business. The 
QC can alert the owner to solvable problems and 
also provide some possible alternative solutions.
Depending on the size of the business one or 
more QCs might be established. If more than one 
QC is established it is usually necessary to have a 
coordinator. A QC should have eight to twelve 
members. The leader should usually be someone 
other than the owner, preferably a person who 
communicates well. The leader should ask each 
employee for improvement ideas. After all ideas 
have been solicited, the group should vote to 
decide which problem to work on. Subsequent 
meetings should focus on possible solutions to the 
problems.
Management must make a commitment to 
respond quickly to suggestions—no more than
3222  MONTANA BUSINESS QUARTERLY/Winter 1981 27
three weeks should lapse between a suggestion and 
a response. Initially, QCs will want to meet 
frequently (possibly every two weeks). Later 
meetings may only occur every six weeks. It is 
important to remember that QCs can outlive their 
usefulness.
Quality circles may undertake a myriad of 
problems. Physical surroundings are often an 
important early problem. Many times physical 
reorganization will lead to unexpected productivi 
ty gains. Sales mix may change as a result of better 
knowledge of what clerks are having customers ask 
for. Improved service response time may occur as 
the result of suggestions from QC members.
Finally, QCs provide another opportunity for 
today's workers to share in their desired quest of 
greater responsibility and involvement in their 
jobs.
Some points of caution
We have suggested a number of ways in which 
small businesses might deal with the problems of 
reduced productivity, decreased satisfaction, and 
increased apathy among their employees. Some of 
you might be thinking that these are "expensive big 
business" techniques that you cannot afford. This is 
not necessarily so. Many times a technique is only 
expensive if it doesn't work; if employees 
enthusiastically accept a new method the benefits 
can far outweigh the costs. The trick is to gain 
employee acceptance and cooperation in im 
plementation. Accordingly, we conclude with a 
few points of caution to keep in mind when trying 
these methods.
First, be sure you have a problem that can be 
solved by the method you are trying. The method 
(e.g., quality circle) should not be "a solution in
search of a problem." Do not change just for the 
sake of changing. Do not try these methods just 
because they sound nice. There should be an actual 
problem or shortcoming that you believe can be 
rectified by one of these methods.
Second, do not try one of these methods just 
because you think it will work. Discuss the plan with 
your employees first. Get their response to it. Are 
they willing to experiment with it? If they are 
adamantly against it, it probably won't work, so why 
try it in the first place? For example, not all 
employees want "enriched" jobs or jobs with more 
tasks. If employees are "lukewarm" toward the 
plan, solicit their willingness to try it on an 
experimental basis. Plan to evaluate the method 
after a specified time period and be prepared to 
modify or abandon the method if the evaluation is 
negative.
Third, do not expect positive results to occur 
overnight. It takes employees time to adjust to new 
methods and for those adjustments to be reflected 
in positive attitudes and productivity. Give the 
program time to work. On the other hand, plan to 
determine systematically whether the anticipated 
improvement has materialized. Do not rely on your 
"gut feelings" or "sense of what's going on." 
Evaluate productivity rates; measure waste and 
spoilage; compare tardiness, absenteeism, and 
turnover figures; and ask employees specifically 
how they feel about the program.
And finally, be flexible and creative. Each 
organization is unique; what works in one firm may 
not in another. If your new method is not working 
as effectively as you hoped for, look for innovative 
ways of changing it. Get ideas from your employees 
and make adjustments where necessary. In other 
words, custom-tailor these methods to the unique 
characteristics of your organization. □
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D uring the regularly scheduled session of the 1981 
Montana Legislature, action was taken on two 
pieces of legislation which directly affect cor 
porations and other businesses in the state. The 
Business Corporation Act, originally passed in 1967, 
was significantly updated, and a new Revised 
Uniform Limited Partnership Act was approved. 
Both became effective October 1,1981. Without 
attempting to be comprehensive, this article will 
survey the significant changes.
The Montana Business 
Corporation Act
Changes relating to corporate directors
Number of directors. Before the recent changes, 
incorporated businesses in the state had been 
required to have three directors, even if all the 
stock was owned by just one person. As of October
29
H  a corporation may have a single director. 
However, there must continue to be at least two 
officers, a president and a secretary. When all the 
stock of an incorporated small business is owned by 
a husband and wife, no longer will they need to 
place their accountant or a brother-in-law on the 
board of directors to satisfy the required number of 
directors.
Indemnification of directors. Another change 
pertains to indemnification of directors. During the 
last fifteen or twenty years, director liability has 
become an important issue. Corporate directors 
have become the target of lawsuits concerning 
corporate payments to foreign officials, company 
political contributions, and pollution control laws. 
Furthermore, the heightened awareness of 
consumers has led to litigation regarding product 
safety or failure. As a result, it is sometimes difficult 
for corporations to persuade persons to serve as 
directors, especially individuals who are not 
directly involved in the corporation.
The changes made in the Montana law should 
make it easier for corporations to obtain such 
“ outside”  directors. Previously, the language in the 
statute was imprecise, and thus made it difficult for 
directors to know exactly what their entitlement 
from the corporation was when involved in lawsuits 
arising from their role as directors. The statutory 
provision now specifically describes and sets a limit 
for the types of corporate reimbursement a 
director is allowed to receive as a result of being 
sued.
Conflict of interest. The small corporations 
typical in Montana frequently have board members 
who are active in other businesses. Because of this, 
conflict of interest has sometimes been a problem. 
For example, three local business people 
incorporate to build and operate a fast food 
restaurant. If one of the three partners (now 
directors of the new corporation) also has a paving 
business, a conflict of interest would exist should 
the new corporation contract his or her business to 
do the paving work at the restaurant site.
A new provision in the Montana Business 
Corporation Act addressed this problem and states 
that such transactions are permissible as long as the 
director's multiple business interests are fully 
disclosed. In addition, the transaction should either 
be approved by a majority of the directors 
(excluding the director with the potential conflict), 
or it must be ratified by the shareholders. If the 
director with both businesses is also a shareholder, 
he or she would be permitted to vote as a 
shareholder provided disclosure of the other 
interest was made beforehand. The provision also 
states that even if the disclosure is not made, and 
neither the directors nor the shareholders are 
asked to approve the transaction, it will be allowed 
if it is “ fair and reasonable”  to the corporation.
Changes relating to business operations
Corporate name. Another change relates to the 
names of corporations formed after October 1,
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1981. Corporate names must now include the 
words “ corporation/' “ company/' “ incor 
porated/' or “ lim ited/' or an abbreviation of one 
of these words. Any corporation in existence 
prior to October 1 will not be required to change its 
name.
An additional change pertains to corporations 
with similar names. The names of all corporations 
doing business in Montana must be registered with 
the Secretary of State in Helena. If the name of a 
new corporate business is similar to that of a 
currently registered business, the new name may 
still be used, as long as the names are dis 
tinguishable and consent to use the new name is 
obtained from the owner of the already existing 
business. Before this change was made, similar 
business names were not allowed, even if they were 
distinguishable. This is of particular significance for 
companies which intend to use similar names for 
subsidiaries. Such new subsidiary corporations may 
now prepare a consent by the parent corporation 
and file it with their new articles of incorporation.
Statement of business purposes. When filing for 
corporate status, businesses must include a “ state 
ment of business purpose'' in their articles of 
incorporation. In the past, corporations tended to 
state their business purpose rather narrowly. As a 
result, if a firm expanded into new areas of business 
over the years, it found itself operating outside its 
defined statement of purpose. According to the old 
statute the business then had to amend its 
statement of business purposes to reflect the 
change.
Beginning October 1, 1981, a new corporation 
may generally define its statement of purposes in 
the articles of incorporation by stating simply that it 
is organized to transact lawful business within the 
limits of the state's general corporation statutes. 
Such a general definition means that the statement 
of business purposes need not be amended should 
the firm expand its operations. However, these 
changes do not apply to banking and insurance 
businesses, which must conform to specialized 
statutes.
Dividend declaration. Another change relates to 
corporate declaration of dividends. Before the 
Model Business Corporation Act was amended, a 
corporate declaration of dividends was supposed 
to include an examination of that business's 
balance sheet to determine if retained earnings 
were sufficient for the payment to shareholders. 
That concept of retained earnings is not relevant to 
modern corporate practices. Therefore, one of the 
major changes in the Act is the abandonment of 
that concept as a limitation on the ability of a
corporation to distribute its assets to its 
shareholders.
The Act no longer defines “ dividends/' Instead, a 
more general word, “ distributions" has been 
substituted. Corporate distributions can be 
dividends, redemption of stock, and other transfers 
of corporate assets to shareholders.
There are still legal limits concerning the 
payment of dividends. First, the corporation's 
board of directors must determine whether or not 
the payment would prevent the firm from paying its 
debts (an insolvency test). A second requirement is 
that the directors must determine the value of the 
firm's assets and liabilities to ensure that its assets 
will exceed its liabilities following the dividend 
payment to shareholders. The statute indicates that 
in assessing the liabilities and assets the directors 
need not rely solely on financial statements based 
on historical cost, but may use any method that is 
“ fair and reasonable" under the circumstances.
These changes may be of particular benefit to 
corporations which had operated at a loss for a 
number of years and then had a period of relative 
prosperity. Before these amendments were made, a 
firm in this situation which may have had sufficient 
funds for distribution to shareholders technically 
could not make dividend payments since its long 
term history of deficit operations created negative 
retained earnings. Under the new changes, divi 
dend payments can now be made, as long as the 
new legal limits are met.
Changes relating to shareholders
Proxies. In the past, should a proxy be issued to vote 
a share of stock, the proxy was terminated upon the 
shareowner's death. Technically the termination 
was effective immediately, even if neither the 
corporation nor the person holding the proxy had 
been informed. As a result, a person holding a 
proxy might vote at a time when actually ineligible 
to do so. A change in the Corporation Act now 
allows a proxy to be in effect until the corporation 
has been notified of the shareholder's death.
The revised Act now expressly permits certain 
instances in which proxies cannot be withdrawn for 
specified time periods. For example, to assure that 
sufficient corporate assets are available for repay 
ment, sometimes a corporation's creditor may 
request a proxy, which cannot be withdrawn, to 
vote certain shares of stock for the duration of the 
loan. The Act now states that this type of proxy 
arrangement is allowed. The revision also allows 
that similar proxy arrangements may be made
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during the term of employment of some 
employees.
Voting agreements. Another common problem 
affecting smaller corporations is the enforceability 
of agreements among shareholders to vote their 
stock in a particular manner. Such voting 
agreements are a relatively common way for 
shareholders to consolidate control over a 
business. The Montana Corporation Act now 
provides that such agreements are enforceable.
This provision should help Montana cor 
porations avoid the situation which occurred in a 
well-known case in Delaware. Share ownership of a 
corporation was divided among three persons: two 
owned 30 percent of the stock, and the third owned 
the remaining 40 percent. The first two 
shareholders entered into a voting agreement, 
which enabled them to control the business. When 
the two shareholders had a "falling out,”  the 
Delaware Supreme Court found that while the 
agreement was valid, there was no provision in that 
state's law which provided for the voting of the 
stock. As a result, the vote of the shareholder who 
violated the agreement was invalidated, thus giving 
control to the 40 percent shareholder. The Mon 
tana law now not only specifically holds 
shareholder agreements as enforceable, it also 
allows for an irrevocable proxy in the case of such 
agreements.
Share certification. Uncertificated shares are now 
permitted in Montana corporations. Previously, 
corporations had to prepare a special printed form 
reflecting share ownership. Corporations will now 
be able to list share ownership simply by main 
taining a written record in the corporate office.
Dissenter's rights. The Corporation Act has 
always required that when a corporation engages in 
certain transactions, a specified percentage of the 
voting shareholders must approve. These transac 
tions include mergers with other corporations, the 
sale of substantially all corporate assets, or amend 
ing the company's articles of incorporation in a way 
which would materially and adversely affect the 
rights of a certain class of shareholders. 
Shareholders voting against such a transaction 
could sell their shares back to the corporation for 
their fair value. This is a "dissenter's right.”
Recent changes in the Montana Corporation Act 
clarify the procedure to be used to exercise 
dissenter's rights. The former law required a 
dissenting shareholder to give notice of dissent at 
the meeting where the vote was taken, and, in 
addition, file a written notice demanding payment 
for his or her share within ten days following the 
meeting. Unaware of these requirements, many
shareholders waited longer than the ten-day 
period before taking action. Now Montana cor 
porations must inform shareholders when a 
proposed transaction involves dissenter's rights 
and include copies of the statute outlining the 
procedure when sending notice of the meeting 
during which the transaction will be voted upon. 
The changes also provide for setting share value 
should a corporation and a dissenting shareholder 
be unable to agree on the value.
The Revised Uniform Limited 
Partnership Act
In addition to amending the Corporation Act, the 
last regular session of the Montana Legislature also 
adopted the Revised Uniform Limited Partnership 
Act, effective October 1,1981. Montana has had a 
limited partnership statute for many years. The old 
law was based on a model drafted in 1916. The older 
act was deficient in many ways, the most glaring 
being its provision that a limited partner would lose 
the status of limited liability if he or she took part in 
the control of the business. Since this was 
somewhat ambiguous, partners were understan-
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dably unsure about which actions could cause 
them to lose their limited status.
The new statute clearly specifies that there are a 
number of things that a limited partner can do 
without risking the loss of limited status. These 
actions include:
—serving as a contractor, agent, or employee of 
either the limited partnership or a general 
partner,
—consulting and advising the general partner 
concerning the partnership's business,
—acting as a surety for the limited partnership, 
and
—approving or disapproving amendments to the 
partnership agreement.
In addition, the limited partner may vote on:
—the dissolution of the partnership,
—the sale, exchange, lease, mortgage, pledge, or 
other transfer of all or substantially all of the 
assets of the limited partnership (other than in 
the ordinary course of business),
—the occurrence of indebtedness by the limited 
partnership (other than in the ordinary course 
of its business).
—a change in the nature of the partnership's 
business, and 
—removal of a general partner.
Even though the new statute expressly states these 
actions, it also makes clear that this list is not 
exclusive.
: Limited partners may now contribute services to 
the limited partnership. According to the old 
statute, such a partner's contribution was limited to 
cash or property. Now a partner can contract to 
perform future services for the business and 
immediately obtain an interest in the business as a 
limited partner.
Additional changes make the administration of a 
limited partnership somewhat more like that of a 
corporation. For example, a limited partnership in 
Montana is now required to have a specified office 
and agent. Its name must include the words 
"limited partnership." And, the new Act provides 
for registering a partnership formed in another 
state through a procedure similar to that of 
registering a corporation formed in another state.
□
Any questions concerning the amended Business Cor 
poration Act and the Montana Limited Partnership Act 
should be directed to the attention of the Corporation 
Bureau at the Montana Secretary of State’s office in Helena.
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The Montana Poll is cosponsored by the Great 
Falls Tribune and the Bureau o f Business and 
Economic Research, University o f Montana. The 
quarterly Poll, conducted by the Bureau and 
directed by Susan Selig Wallwork, is based on a 
minimum of 400 telephone interviews with Mon 
tanans aged eighteen and older. The interviews are 
conducted by Bureau interviewers from its offices 
on the University campus in Missoula. Telephone 
numbers are randomly generated by computer, 
using the Bureau's random digit sampling program, 
and the interviewers then use a second random 
sampling procedure to select the person in the 
household to be interviewed. This procedure 
eliminates interviewer choice in selecting the 
respondent and assures selection o f a represen 
tative sample.
Distribution of the sample based on age, sex, 
residence, employment status, and income com 
pare favorably with available data on the state 
population and, thus, the Poll results are con 
sidered to be representative o f Montana's actual 
adult population.
As with all sample surveys, the results o f the 
Montana Poll can vary from the opinions o f all 
Montanans because o f chance variations in the 
sample. With a minimum statewide sample o f 400, 
the overall results are subject to a margin o f error of 
five percentage points either way, 95 percent o f the 
time, because of chance variations. That is, if  one 
talked to all Montanans with phones during the 
survey period, there is only one chance in twenty 
that the findings would vary by more than five 
percentage points. Findings for smaller groups of 
respondents within the overall sample (subsamples 
based on age, sex, residence, income, etc.) are 
subject to a somewhat higher margin of error, 
which would vary depending on the size o f the 
respective subsamples.
O f course, Montana Poll results could also differ 
from other polls because o f differences in the exact 
wording of questions, different interviewing 
methods, and differences in when the interviews 
were conducted.
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Reaganomics and State Fiscal Policies
SUSAN SELIG WALLWORK
N o t  long after its inauguration, the Reagan 
Administration declared war on federal spending 
and taxes and inaugurated its own economic 
recovery program. Curious about Montanans" 
general reactions, and because of the considerable 
public interest in government spending and taxes, 
the quarterly Montana Poll devoted part of its Fall 
survey to certain aspects of federal and state taxes 
and government spending.
Federal programs
Though certainly not an overwhelming vote of 
public support, Montanans apparently are 
somewhat more satisfied than dissatisfied with the 
Reagan Administration's efforts to cut federal taxes 
and spending, based on the results of 435 interviews 
in September and early October. Montanans also 
expressed some very definite preferences regard 
ing federal and state funding for certain types of 
government programs.
Looking first at the federal picture, the Montana 
Poll respondents were asked about federal tax cuts 
in general. Roughly a third (34 percent) said the 
Reagan Administration is moving too fast, but 
almost half (49 percent) said "about right" (table 1). 
Only 10 percent said the tax cutting is too slow, and 
the rest (7 percent) were unsure. Thus, although 
there was not a clear-cut majority, the largest 
segment expressed apparent satisfaction.
There were no significant differences to speak of 
among the respondents in terms of age, sex, 
income, education, or residence. The notable 
exception was based on political preference or 
leaning. Republicans expressed significantly 
greater satisfaction. About 65 percent said the 
Reagan Administration is moving about right in its 
tax-cutting actions, while only 22 percent said "too 
fast." Democrats, though more evenly divided in 
(continued on page 36)
What Montanans Told Us about Their 
Travel Activities and Preferences
MARY L. LENIHAN
The Fall Montana Poll asked Montanans for their 
opinions on two very different topics. The first 
concerned federal spending cuts and state fiscal 
policies, discussed above. The second topic, one 
which we will include in the Poll on a regular basis, 
concerned Montanans' travel preferences and 
their actual recent travel activities.
That Montanans like to travel and take vacations is 
hardly surprising. Nor is it surprising that when they 
do take vacations, most Montanans choose 
destinations offering lots of outdoor and family 
activities. But what is surprising is that a sizable 
number of Montanans also like their vacations to 
include visits to fancy restaurants and stays at luxury 
hotels.
These were some of the findings of the recent Fall 
"81 Montana Poll. Poll respondents were asked 
initially whether they take vacation or pleasure 
trips. Eighty-eight percent of those questioned said 
they do. The responses show that a cross-section of
all Montanans travel; when analyzed according to 
age, sex, residence, education, and income, no 
statistically significant differences were found 
among these respondents. The remaining 12 
percent of the respondents indicated they do not 
travel, primarily because of lack of money or time.
Those who indicated they do travel—whom we 
will call "respondent travelers"—were subse 
quently asked to evaluate a list of factors by 
indicating how essential they are to them while on 
vacation (table 1). Many of the findings were pre 
dictable—for example, since Montana is a state 
with lots of wide, open country, it is hardly 
surprising that over two-thirds (68 percent) of the 
respondent travelers indicated that "getting out 
into the wide, open country" was relatively more 
essential to them while on vacation. And, similarly, 
since Montanans are thought to be rugged and 
outdoorsy, it might be expected that "getting into 
nature" is also an important factor; indeed, 63 
percent rated it more essential.
(continued on page 39)
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their views, were more likely to say the efforts are 
moving too fast (46 percent, compared to 38 
percent who said “ about right” ).
On the subject of federal spending in general, 
the responses were less decisive and more dis 
agreement was found among some respondent 
groups. A slightly larger proportion of the 
respondents, about 42 percent, said the Reagan 
Administration's spending cuts are about right, but 
another 34 percent said they are too high (table 2). 
The rest either said the cuts are too low (9 percent) 
or they were unsure (14 percent).
Males, younger respondents (under thirty-five 
years of age), those with some college or more, and 
those with higher household incomes ($20,000 or 
more) were significantly more likely than their 
opposites to feel the spending cuts are about right. 
Women, older respondents, those with no college, 
and those with lower incomes tended to be more 
evenly divided between “ too high”  and “ about 
right.”  The most notable differences were again in 
terms of political preference or leaning— 
Republicans were significantly more likely to feel 
the spending cuts, overall, are about right, while 
Democrats were more likely to feel they are too 
high.
In spite of the lack of a definite “ majority”  view
Table 2
At t  t h in g *  coiu> ide*<td , i *  i t  y o u * f a d i n g  t h a t  the. 
Reagan A c b n in iitA a t io n '  4 4pen d ing  c a t4  one to o  / j tg / i ,  
to o  to w , 0 *  a b o u t f r ig h t?
Too h ig h  3 4%
About r i g h t  42%
Too low  9%
Don11 know ] 4%
N ote : P ercen tages do n o t add to  100 due to  ro u n d in g .
regarding overall federal spending cuts, some very 
pronounced differences arose when the 
respondents were asked about specific types of 
federal programs. Federal programs dealing with 
the arts and humanities and with food stamps 
received very little support; a substantial majority 
of the respondents (62 percent and 71 percent, 
respectively) felt the budgets for these programs 
should be cut (table 3). On the other hand, strong 
reservations were expressed against budget cuts for 
programs dealing with agriculture (58 percent were 
opposed), defense (63 percent), education (67 
percent), job training (55 percent), and Medicaid 
(76 percent). For the other types of programs 
presented in the survey, opinions were less 
pronounced: community and economic develop 
ment (48 percent said “ cut”  while 42 percent were 
opposed), energy and resource management (41 
percent vs. 49 percent), federal highways (41 
percent vs. 52 percent), and synthetic fuels (37 
percent vs. 49 percent).
Raising state revenues to offset federal cuts
As a followup, the Montana Poll asked respondents 
how they would feel about the State of Montana 
paying more of the cost for the various types of 
programs to make up for any budget cuts by the 
federal government. The respondents were also 
told to assume that the state would need to increase 
taxes in order to do this.
Table 3
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Food stamps 71% 23% 5%
A g r ic u ltu re 31% 58% 11%
Defense 32% 63% 5%
Education 28% 67% 5%
Job tra in in g 39% 55% 6%
Medicaid 19% 76% 6%
Community and economic 
development 48% 42% 10%
Energy and resource 
management 41% 49% 10%
Federal highways 41% 52% 6%
S yn th e tic  fu e ls 37% 49% 14%
Note: Percentages may n o t add to 100 due to  round ing.
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The respondents maintained their reservations 
about government funding for the arts and 
humanities and food stamps—60 percent and 69 
percent, respectively, disapproved of increased 
state funding (table 4).
Having indicated disapproval of federal cuts in 
agricultural programs, education, job training, and 
Medicaid, a majority of respondents also indicated 
their willingness to have the state pay more for 
these activities: 55 percent approved of more state 
spending for agriculture; 76 percent for education, 
57 percent for job training, and 67 percent for 
Medicaid.
There were some inconsistencies: a strong 
majority of respondents also endorsed more state 
funding for community and economic develop 
ment (62 percent) and highways (65 percent), even 
though they had been less certain about opposing 
federal cuts. And a majority (55 percent) disap 
proved of the state paying more for synthetic fuels 
although opposition to federal cuts was not so 
strong.
Defense, as a program category, was omitted 
from the state funding question since it is strictly 
federal.
Having questioned respondents about 
willingness to support more state funding or 
programs, the Poll solicited their opinions as to how 
to obtain increased state revenues. Here the 
enthusiasm was much more subdued, especially for 
tax measures which would directly affect most 
Montanans.
Six tax alternatives (three new taxes and increases 
in three existing taxes) were named—a sales tax 
(one including and one exempting foods and 
drugs), a hotel-motel room tax, and increases in 
individual and corporate income taxes and proper 
ty taxes—and respondents were asked how they 
felt about them.
Increasing property taxes drew the most opposi 
tion. More than 80 percent of the respondents were 
somewhat or strongly opposed to such a proposal 
(table 5). Only 13 percent indicated any support for 
it, and 3 percent were unsure. Older Montanans 
(sixty-five years of age and older) were significantly 
more opposed than were those in the younger age 
groups, and college graduates were significantly 
less opposed than were those with less formal 
education. These were the only significant 
differences found among the respondent groups.
An increase in the individual (personal) income 
tax was only somewhat less popular than hikes in 
property taxes. Roughly 70 percent of the 
respondents were somewhat or strongly opposed. 
Only about 22 percent expressed any support, and
Table 4
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Foot stamps 26* 69* 6*
Synthetic fue ls 37* 55* 8*
A g ricu ltu re 55* 37* 8*
Comrnun1 ty  and economlc 
development 62* m 4*
Education 76* 21* 32
Highways 65* 32* 3*
Job tra in in g 57* 39* 4*
Hedicaid 67* 282 5*
Energy and resource 
management 44* 48* 8*
6 percent were unsure. There were no significant 
differences by age, education, political preference, 
etc.
Proposals for a state sales tax on goods and 
services have surfaced in the past and have been 
the subject of much discussion. In fact, one sales tax 
proposal was defeated handily by the voters several 
years ago.
The Montana Poll presented two sales tax 
alternatives. The first of these was a sales tax on all 
goods and services with no exemptions. Once 
again, Montanans turned thumbs down. Roughly 
two-thirds of the respondents (68 percent) were 
either somewhat or strongly opposed to such an all- 
inclusive sales tax. At the same time, about 31 
percent were either somewhat or strongly in favor 
of such an alternative. Very few (1 percent) were 
unsure.
A few groups were significantly less opposed 
than were others. Those living east of the Divide 
were less opposed than were those in the west (64 
percent vs. 76 percent, respectively); and Repub 
licans were less opposed than were Democrats (61 
percent vs. 74 percent).
The second sales tax alternative exempted foods 
and drugs, and the overall response to it suggests a 
possible change in sentiment from the sales tax vote 
several years ago in which the proposed tax was 
overwhelmingly defeated. Montanans are now 
apparently pretty evenly divided with respect to a 
sales tax exempting foods and drugs. Roughly half
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Increase in property 
taxes __a 13% 13% 23% 61% 84% 3%
Increase in ind iv idua l 
i ncome tax 3% 19% 22% 21% 51% 72% 6%
Sales tax inc lud ing 
foods and drugs 7% 23% 31% 15% 53% 68% 1%
Sales tax exempting 
foods and drugs 19% 33% 51% 17% 31% 47% 1%
Increase in corporate 
i ncome tax 28% 34% 62% 14% 13% 27% 11%
Tax on occupied hotel 
and motel rooms 17% 37% 54% 19% 20% 39% 6%
(51 percent) were somewhat or strongly in favor of 
this version of the sales tax, while almost as many (47 
percent) were opposed. Again, very few respon 
dents (1 percent) were unsure.
Sentiments regarding this sales tax alternative 
were similarly mixed among various respondent 
groups, although not all the differences are 
considered statistically significant. For example, 
younger respondents under the age of forty-five 
were significantly more likely to favor this sales tax 
alternative (55 percent in favor vs. 43 percent 
opposed), while older respondents were more 
likely to be opposed (45 percent in favor vs. 53 
percent opposed). Also, students were significantly 
more likely to favor the tax (65 percent vs. 35 
percent) than were nonstudents, who were evenly 
divided (50 percent vs. 49 percent). There are also 
other interesting differences, though they are not 
statistically significant (due to the smaller numbers 
of respondents in each group and the smaller 
percentage differences). For example, females 
were somewhat more likely to favor the alternative 
(54 percent vs. 44 percent opposed), while males 
were evenly divided (48 percent vs. 51 percent).
Eastern Montanans were more likely to favor the 
tax (54 percent vs. 44 percent), while western 
Montanans were more likely to oppose it (46 
percent vs. 53 percent). And Republicans were 
more likely to favor it (56 percent vs. 42 percent), 
while Democrats were evenly divided (49 percent 
vs. 50 percent).
The remaining two tax alternatives met with 
somewhat more favor. An increase in the corporate 
income tax was supported by about 62 percent of 
the respondents, while barely one-fourth were 
opposed. Another 11 percent were unsure, 
relatively more than for any of the other tax 
proposals. The only notable and significant 
differences were between Democrats and 
Republicans. The majority of each said they favor 
an increase in the corporate income tax, but 
significantly more Democrats (73 percent) than 
Republicans (52 percent) expressed such approval. 
The fact that this kind of tax would be paid only 
indirectly by individuals likely accounts for some of 
the lack of opposition.
The other tax alternative—a proposed tax on 
occupied hotel and motel rooms—may also have
38 Reaganomics and State Fiscal Policies/Susan Selig Wallwork
Note: Percentages may not add to  to ta ls  or to  100 due to  rounding.
aLess than 0.5 percent.
been perceived as one not directly affecting all 
respondents. While a majority said they were at 
least somewhat in favor of such a tax, the margin of 
support is not relativley large (54 percent in favor vs. 
39 percent opposed). There were no significant 
differences among the various respondent groups.
In a nutshell, Montanans are apparently very 
opposed to any increase in property taxes or the
individual income tax and to a sales tax on all goods 
and services (in that order). They are almost equally 
divided on a sales tax that exempts foods and drugs 
and are at least somewhat favorable toward an 
increased corporate income tax and a hotel-motel 
room occupancy tax. However, it may be worth 
noting that the favorable sentiments expressed 
toward these were not as pronounced as were the 
expressions of opposition to the first three. □
What Montanans Told Us about Their
Travel Activities and Preferences (continued from page 35)
In contrast, a sizable minority—a fifth or more of 
the respondents—consider fancy restaurants and 
luxury hotels to be important factors. And, perhaps 
consistent with these findings, a sizable number 
was apparently less concerned about "not 
spending a lot of money"—fully 40 percent rated
this factor as less essential. These results were 
somewhat surprising in a state as hard hit as any by 
the nation's current economic woes.
In addition, over 60 percent of the respondent 
travelers said the following were also essentials: 
learning new things and having new experiences,
Table 1
What Montanans Told Us About. . .  
What’s Essential to Them on Their Vacation Trips
M o r e  Essential Less Essential
How e * * e n t t a t  a r e  t h e s e  A a c to ii*  w h en  y o u  cute o n  v a c a t i o n ?
. . . l e a r n i n g  n ew  t h in g *  a n d  h a v in g  n e w  e x p e d ie n c e * 72% 28%
. . . g o in g  t o  a  p la c e ,  g o o d  A0>i  a  4a m i t y  v a c a t i o n 69S 31%
. . . g e t t i n g  l o t *  of, r e s t  a n d  r e l a x a t i o n 68% 32%
. . .  g e t t i n g  o u t  i n t o  t h e  w i d e ,  o p e n  c o u n t r y 68% 32%
. . . g e t t i n g  a w a y  fro m  a l t  t h e  c ro w d * 66% 34%
. . . g o i n g  t o  a  p l a c e  w i t h  m any d e f e r e n t  t h i n g *  t o  d o 65% 35%
. . .  g o i n g  * o m ew h e re  w h e r e  t h e r e  a r e  m o u n ta in * H I 36%
. . . g e t t i n g  " in to "  n a t u r e 63% 37%
. . . n o t  s p e n d in g  a  t o t  of, m oney 60% 40%
. . .  h a v in g  a  v e r y  a c t i o n -  f i l l e d  e x c i t i n g  t im e 51% 49%
. . . g o i n g  t o  s o m e p la c e  t h a t ' *  n o t  A ar t o  t r a v e l 47% 53%
. . . g e t t i n g  a  l o t  oA * u n , * a n d ,  a n d  * e a 44% 66%
. . . g o in g  s o m e p l a c e  d i f i A e r e n t  a n d  A ar Arom home 42% 58%
. . .  n o t  h a v in g  t o  d r i v e 34% 66%
. . .  g e t t i n g  d reA & ed  u p  a n d  g o in g  o u t  t o  Aa n c if r e s t a u r a n t * 24% 76%
. . . * t a y i n g  a t  a  l u x u r y  h o t e l 19% 81%
Notes: T h e s e  q u e s t i o n s  w e r e  asked o f  383 (8830 o f  the 435 Poll respondents. T h e  remaining 52 respondents
(121) said they d o  not take p l easure o r  v a cation trips a n d  w e r e  not asked these questions. Respondents 
w e r e  asked to rate e a c h  factor o n  a  scale o f  1 (not at all essential) to 4 (absolutely essential); "more 
e s s e n t i a l "  Includes those rating the factor as a 3 or 4, w h i l e  "less essential Includes those giving it a 
1 o r  2 rating.
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going to a place good for a family vacation, getting 
lots of rest and relaxation, getting away from 
crowds, going to a place with many different things 
to do, and going where there are mountains. Forty 
to fifty percent of the respondent travelers 
apparently value having a very action-filled, 
exciting time; going someplace not far to travel; 
getting a lot of sun, sand, and sea; and going 
someplace different and far from home. And about 
a third considered not having to drive as essential.
When the responses were analyzed according to 
age, sex, residence, income, and education, few 
differences emerged. And those that did were fairly 
predictable. For example, going to a place with 
many different things to do and learning new things 
and having new experiences were significantly 
more important for those respondent travelers in 
the younger age groups (under forty-five years of 
age). And going to a place suitable for a family 
vacation was much more important for those in the 
family formation years (between twenty-five and 
forty-four years of age). Not spending a lot of 
money was a higher priority for those whose 
household incomes in 1980 were below $20,000.
"Getting dressed up and going 
out to fancy restaurants while 
on vacation was important to 
nearly a fourth of the 
respondent travelers.”
Getting dressed up and going out to fancy 
restaurants while on vacation was important to 
nearly a fourth of the respondent travelers. This was 
a consensus shared among all respondent groups, 
even those in the younger age groups and lower 
income categories. And staying at a luxury h o te l-  
important for nearly a fifth of the respondent 
travelers—was a priority for a similar cross-section. 
The only statistically significant difference noted 
among the travelers was that women apparently 
place more value on staying at a luxury hotel than 
do men. And, finally, even in these days of 
escalating costs, while not spending a lot of money 
was important for a majority of all the respondents 
who travel (60 percent), it was considered less 
essential by almost half of the travelers whose 
income exceeded $20,000 and by almost a third of 
those whose income was less than $20,000 in 1980.
Travel patterns
In addition to assessing what factors respondents 
value when on vacation, the Poll also questioned 
the respondent travelers about how frequently 
they travel, in what activities they participate when 
they do, and where they go regularly for vacations 
(table 2). Of the 88 percent of all respondents who 
indicated they travel, an overwhelming majority of 
these travelers (89 percent) said they take trips 
every year. And over half (57 percent) said they 
alternate their vacations between different 
destinations and a favorite place. The rest said they 
always choose a different vacation place.
To determine where Montanans go while on 
vacation, the Poll asked those who regularly or 
occasionally return to a particular vacation place 
just where it is they go. Slightly over half the 
destinations named were in Montana; so many 
places were listed that no real patterns emerged. 
Just under half were out-of-state destinations, with 
the states of Washington and California receiving 
the most frequent mentions (21 percent and 15 
percent, respectively).
Those respondents who travel were also asked 
which specific activities they usually engage in 
while on their trips. Visiting friends and relatives 
was the overwhelming favorite, cited by 43 percent 
of the travelers. Twenty-nine percent said they go 
fishing, and about a fourth (24 percent) said they
Table 2
What Montanans Told Us About. . .  
Their Travel Patterns and Activities
Percentages do not add to  100 because many respondents gave sore than one response 
end only the most frequently mentioned responses are shown.
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Uontanaiu iae*e asked nhethcA they 88)  (383 respondents) said yes
eve* take  p lta iu n t  ok vaca tion  i n  (52 respondents) said no
tK ip t  aixuj fnom luma th a t  h u t  
a t  tenet  one night 0 *  aoae
Those who do tn nve t t w i t  then  asked
. .  .  how o fte n  th e y  ta ka  pteaeuKe 89)  sold every year
ok vaca tion  In a p t I I )  said less frequently
. . .  i f  th e y  atwaye go t o  one 26) sold to one piece
p la ce , to  a  d iffe a e n t 62) said to a d iffe ren t piece
p la ce , o k  both 31) said both
. . .  t o  name those places uSMd tty  jo )  were Montana destinations
M  occa s ion a lly  v is i te d  SO) were out-o f-s ta te
destinations
. . .  20 t U t  those a c t iv itie s  th e y  63) said v is it in g  friends or
l i k e  to  do w h ite  on vaca tion *  re latives
29) said fishing  
2tt said sightseeing 
18)  said canping
. - .  . i f  th e . it  ace a c t iv i t ie s  th e y  28)  said yes
wish they cou ld  do b u t can’ t  72)  said no
w h ile  on vaca tion t /U p l i n
Montana
usually go sightseeing. Eighteen percent said they 
go camping. Numerous other activities were listed 
with much less frequency, from playing tennis to 
shopping to attending opera and ballet 
presentations.
Most Montanans apparently find that Montana 
offers nearly everything they want in a vacation 
destination. Based on their responses, if Montana 
had a seacoast, it might be the perfect all-around 
vacation spot. Seventy-two percent of the 
respondents said there were no vacation activities 
they wish they could do in Montana but can't. Only 
about one fourth (28 percent) said there are 
activities they wish they could do, but can't. When 
asked to list those activities, some named activities 
either not available or with limited availability. 
Others named activities they did not participate in 
for other reasons.
A question on vacation or second homes was also 
asked of the 88 percent who said they do travel. Of 
these travelers, 11 percent acknowledged having a 
vacation or second home, and most of these 
respondents (79 percent) reported that these 
homes are located in Montana.
Recent travel activity
The Poll asked respondent travelers whether they 
had taken a pleasure or vacation trip between April 
1 and September 30 of this year. Eighty percent said 
they had (table 3). Those who had not traveled 
indicated their primary reason was lack of time or 
money. Forty-one percent of the recent travelers 
said they had taken one trip, 25 percent said two 
trips, 13 percent said three trips, and 22 percent 
indicated they had taken four or more pleasure of 
vacation trips.
To find out more about the kinds of pleasure or 
vacation trips Montana travelers had taken 
recently, respondents were asked a series of 
questions based on either the one trip they had 
taken, or, if they had taken more than one, the trip 
they considered most important. When asked how 
many people from their household, counting 
themselves, had taken that trip, 29 per 
cent of the respondents reported they had 
traveled alone; just over a third (34 percent) said 
they traveled with another member of their 
household, and 37 percent said three or more 
household members were involved (table 4). In 
describing the length of the trip, about three- 
fourths (74 percent) said the trip lasted a week or 
less, with the remainder indicating their trip had 
lasted longer. The median length of a trip, in terms
Table 3
What Montanans Told Us About. <. 
Recent Travel Activities
Those Uontanani uho do thavet M tU  80S; (307 respondent*) said yes
tuktd H  they  had taken a p te a iu A i 20) (76 respondents) said no '
o-t vacation th ip  between Apait I 
and September 30, 1981
Tliose Uontanani who had tra ve le d  61) had taken I trip
d in in g  th a t t in t  went then  asked 25% had taken 2 trips
how many t/u p b  th e y had taken. 13% had taken 3 trips
22) had taken 6 or more tr ip *
of the number of nights away from home, was three 
nights.
When it comes to traveling for pleasure, 
Montanans are still very dependent on their 
automobiles. An overwhelming majority—78 
percent of respondents who had traveled during 
the six-month period—said they had used private 
automobiles while on their trip. Twelve percent 
said they used a camper or trailer during the course 
of their trip, 10 percent had traveled by airplane, 
and 6 percent by bus. (Some travelers reported 
using more than one type of transportation.)
In terms of lodging, Montana travelers used 
hotels and motels with about the same frequency 
that they stayed at the private homes of friends and 
relatives. Hotels and motels were named by 41 
percent of the respondents, with private homes
Table 4 *
What Montanans Told Us About. . .  
Recent Travel Activities
Those UcnXanans teko had taken txips 
duJUng that that smc ashed to 
ducJubt th t i / i  hup  (o* «t/o* 
hup). They Me** ashed
29X said 1 person 
ykt said 2 parsons 
371 said 3 or more parsons
. . . how many peuoM (sow th ttx
houithoU Unctuding th tM tfv t*)  
had paxticiaptid
29? said 1 person 
3h? sold 2 persons 
37? said 3 or more parsons
. . . haw tout the ta ip  la tt id 7ht lasted a week or less 
262 lasted more than one week
. . . about thoix punaipal daUtnation h9? went out o f state 
51? traveled In Montana
. . . what kiiidi a i txanipoxtation they 
uied du/Ung the count o( th tix  
tn ip
78t traveled by private automobile 
12? by csmpsr/treller 
10? by airplane 
6? by but
. . . about the kinds todQiny used 
dusting th t couut o& the htip
hi? stayed In a hotel or motel 
37? stayed In a private hone 
12? stayed In a camper truck or 
tra lle r 
10? camped in a tent
. . . the p>iinafiu puftpoit the hUp 31? said v is iting  friends or 
relatives 
20? said rest and relaxation 
lh? said outdoor racraatlon
Not*: Percentages nay not add to 100 either because of rounding or the question allowed the 
respondents to give nore than one response and. In such cases, only the most frequently 
mentioned responses are sho-n.
*Those who had taken more than one tr ip  during the six-month period were asked to describe 
the one they considered to be the major t r ip  during that period.
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mentioned by 37 percent. Twelve percent said they 
had used a camper truck or trailer during their trip, 
and 10 percent had stayed in a tent. Once again 
some reported using more than one type.
The Poll asked respondents to name their 
principal destination while on their trip, that is, the 
place where they had spent the most time. Just over 
half—51 percent—named a Montana destination, 
with such a wide variety mentioned that specific 
analysis of single destinations was impossible. The 
remaining 49 percent reported that the trip they 
had taken between April 1 and September 30 was to 
an out-of-state destination, with four western 
states, Washington, California, Oregon, and 
Colorado, and Canada, mentioned the most 
frequently. Less than 1 percent reported traveling 
outside the United States in countries other than 
Canada.
When asked why they had chosen these 
destinations, a large proportion—45 percent— 
indicated they had done so because they had 
friends or relatives in that area. Eleven percent said 
they selected their destination because it offered 
good fishing, and an additional 11 percent named
outdoor recreation in general as the reason for 
their choice.
Apparently, visiting friends and relatives is 
important to Montanans. Not only did the location 
of relatives and friends influence respondent 
travelers' choice of destination, but such visits were 
listed by many—31 percent—as the primary reason 
for the trip. Other items listed as the primary reason 
included rest and relaxation, named by 20 percent 
of the respondents who traveled during the six- 
month period, and outdoor recreation in general, 
listed by 14 percent. Sixty-eight percent of those 
who named other activities as the primary purpose 
of their trip reported visiting relatives and friends 
while on their vacation.
Finally, the Poll asked respondent travelers to list 
the one main activity—indoor, outdoor, entertain 
ment, whatever—they engaged in while on their 
trip. Numerous items were listed, with the most 
frequently named being—once again—visiting 
friends and relatives, which was mentioned by 20 
percent of the respondents. Other frequently 
mentioned activities included sightseeing (15 
percent) and fishing (13 percent). □
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The Consumer Price Index
JAMES T. SYLVESTER
w hat is the change in the cost of living? What are 
the latest figures for the Consumer Price Index 
(CPI)? These are the most frequent questions asked 
of the staff at the University of Montana Bureau of 
Business and Economic Research. The purpose of 
this Economists' Notebook is to briefly explain the 
Consumer Price Index and how it may be used.
The CPI is compiled by the U.S. Department of 
Labor, Bureau of Labor Statistics. It compares the 
cost of a market basket of goods and services this 
month with its cost a month ago, or a year ago, or 
ten years ago. Included in the market basket are 
food, clothing, shelter, fuel, drugs, transportation, 
doctor's and dentist's fees, and other goods and 
services that people buy for day-to-day living. The 
point in time to which the prices are compared is 
called the base period. The base period for the 
index currently is 1967. F o r  example, say that in 1967
the prescribed market basket could have been 
purchased for $100. In September 1981 the CPI was 
279.3. That would mean that the same combination 
of goods and services that could have been 
obtained for $100 in 1967 cost $279.30 in September 
1981.
There are some problems with the market basket 
approach. As the Bureau of Labor Statistics ex 
plained in a recent discussion of the CPI:
Consumers tend to adjust their shopping practices to 
changes in relative prices and to substitute items whose 
purchase prices have increased relatively little for items whose 
prices have increased relatively greatly. For example, if the 
prices of certain cuts of beef rise rapidly while prices of 
chicken do not, consumers may buy more poultry and less 
beef. Or, if the price of repairing an item increases greatly 
relative to the price of replacing that item, householders may 
buy a new one rather than repair the old one.
The CPI does not take this sort of consumer behavior into 
account because the index is predicated on the purchase of a 
fixed market basket of the same goods and services, in the 
same proportions, month after month. For this reason, it is 
called a price index rather than a cost-of-living index, 
although the public often refers to it as a cost-of-living index, 
and it is frequently used as if it were. There are other major 
differences between a price index and a cost-of-living index. 
For instance, the CPI does not include income and social 
security taxes, since, unlike sales taxes, these costs are not 
associated directly with retail prices of specific goods and 
services. A true cost-of-living index would account for all 
taxes.
The CPI does not reflect immediately changes in 
expenditure patterns nor adjust to new products or services. 
For example, the increased use of convenience foods and the 
rise in the popularity of fast-food restaurants were well- 
established trends before they could be adequately reflected 
in the index. Similarly, the index may continue to carry a 
product which has fallen from public favor—either because of 
a better product, or a change in fashion or consumer 
preference—and may continue for a time to be in the index 
until it can be appropriately phased out.
The CPI does not attempt to report changes in the style of 
living. It simply measures price changes for a scientifically 
selected sample of goods and services based on the average 
experience of certain population groups. These items may run 
the gamut from bread and butter to television and bowling 
fees, from prenatal and obstetrics services to charges for 
funeral services, from popular paperbacks to college 
textbooks. The CPI never has been limited to price changes of 
so-called necessities.
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Expenditures by a cross section of consumers living in a 
representative selection of urban places provide the basis 
both for the selection of items to be priced and the 
importance or weight of each of these items in the index 
structure. The weights given reflect the experience of renters 
and homeowners; of car owners and of earless families and 
individuals; of families with children, childless families, and 
single consumers.
Since the CPI is based on expenditures, it does not reflect 
noncash consumption, such as fringe benefits received as part 
of a job, services supplied by government agencies without 
payment o f a special tax fee, and so on.
Previously, one of the greatest limitations of the 
CPI was that it applied to less than one-half of all 
consumers. The Bureau of Labor Statistics 
countered this problem in 1978 by publishing two 
consumer price indexes, the CPI-W and the CPI-U. 
The major difference between them is the 
coverage. The CPI-W is an index of prices affecting 
wage and clerical workers in urban areas and covers 
approximately 45 percent of all consumers. The 
CPI-U refers to ail urban consumers and covers 
about 80 percent of the United States population. 
This latter index is the Consumer Price Index that is 
reported as the official CPI by the media every 
month. It is also the index that the Bureau of 
Business and Economic Research supplies when 
CPI information is requested. Table 1 shows the CPI 
since 1967.
A limitation that concerns many Montanans who 
use the index is that the CPI may not reflect changes 
in prices'here in Montana. The CPI shows the 
average changes nationwide in the prices of items
Year




F ig u res
1981
1967 100.0 January 233-2 260.5
1968 104.2 February 236.4 263.2
1969 109-8 March 239-8 265.1
1970 116.3 A p r i l 242-5 266.8
1971 121.3 May 244.9 269.0
1972 125.3 June 247.6 271.3
1973 133-1 J u ly 247.8 274.4
197 4 147.7 August 249-4 276.5
1975 161.2 September 251.7 279-3
1976 170.5 O ctober 253-9 279.9
'  1977 181.5 November 256.2 NA
1978 195.4 December 258.4 NA
1979 217.4
1980 246.8
included in the market basket. When the index is 
used in Montana, the assumption is that changes in 
prices occur at the same rate here as in the country 
as a whole. Regional CPI values are also published, 
but they refer to standard metropolitan statistical 
areas (SMSAs) or very large geographic areas. Also, 
the regional values are only available on a 
bimonthly basis, whereas the national index is 
computed monthly.
Recently, the Bureau of Labor Statistics 
announced a controversial change in the 
Consumer Price Index. It concerns the 
measurement of homeownership. Beginning in 
1983, homeownership in the Consumer Price Index 
for All Urban Consumers (CPI-U) will reflect the 
cost of renting a similar home rather than what it 
would cost to replace the home. The effect of this 
change will be a lowering of the inflation rate 
during periods of rapidly rising mortgage costs. This 
change will not be incorporated in the Consumer 
Price Index for Urban Wage Earners and Clerical 
Workers (CPI-W), which affects many labor and 
government assisted groups until 1985; this will give 
such groups an opportunity to adjust to the new 
index.
The CPI is often used to calculate the percentage 
rate of inflation. From table 1 it is easy to figure the 
percent change for the index. First, one subtracts 
the index number of the initial month from the 
index number of the final month. The difference is 
then divided by the index number of the initial 
month. This process is illustrated in figure 1. For 
example, to find how much prices have risen 
between September 1980 and September 1981, use 
the appropriate index numbers from table 1 in the 
formula:
279.3-251.7
percent change = __________
251.7
the calculation would be:
27.6
percent change = __________= 11.0
251.7
By using the appropriate monthly index, one can 
figure the percent change for any desired time 
period. □
James T. Sylvester is Research Assistant, Bureau of Business and 
Economic Research, University of Montana, Missoula.
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Table 1
Consumer Price Index, All Items 
1967-1981
Source: U .S . Department o f  Labor, Bureau o f  Labor S ta t is t i c s ,
Consumer P r ic e  In d e x  D e t a i le d  R e p o rt  (W ash ington, D .C .: U.S. 
Government P r in t in g  O f f ic e ) .
N o tes: B eg inn ing  In  1978, the  in de x  covers a l l  u rban consumers. ■' 
NA denotes n o t a v a ila b le .
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^uture............................................................ Andrew C. Sigler
Economists’ Notebook
Is There a Generation Gap?................................... Paul E. Polzin
Vol. 18, No. 4, Winter 1980
Branch Banking in Montana...............................Emil W. Erhardt
Travel and Tourism in Montana..............................Bruce Finnie
Economists' Notebook 
Recent Trends in the Butte-
Anaconda Area Economy................................... Paul E. Polzin
Regulation in Montana: The View 
From Industry.............................................Maxine C. Johnson
Vol. 19, No. 1, Spring 1981
Montana in 1981: An Economic Perspective Maxine C. Johnson
Our Market System: Looking to the Future....Richard Stroup
Missoula, Billings, Great Falls, and Helena:
The Outlook for 1981.............................................Paul E. Polzin
Montana Business Views 1981 .................Susan Selig Wallwork
Vol. 19, No. 2, Summer 1981
The Bozeman Area Economy ..................... Maxine C. Johnson
The Economic Importance of Montana's
Health Care Industry.......................................  Paul E. Polzin
Recent Montana Recreation and
Tourism Studies ................................................ Paul R. Pacini
The Gilman State Bank Failure..................... Jeffrey L. Cunniff
Vol. 19, No. 3, Autumn 1981
Rosebud County and Energy Development:
Boom Without Bust? .......................................  Paul E. Polzin
Challenges and Opportunities in Small 
Business: Some Advice to Business
Students......................................... ............A. Warren Wilcox
Using Operating Cycle Figures to Spot 
Inventory and Accounts Receivable
Problems .......................................................... Teresa K. Beed
What Montanans Told Us about Economic
Growth and Other Issues............................. Mary L. Lenihan
An Economic Profile of Ravalli County .....  James T. Sylvester
Is Montana's Agricultural Land Disappearing?.. Paul E. Polzin 
The Montana Population by Race and 
Ethnic O rig in ..................................................Mary L. Lenihan
Vol. 19, No. 4, Winter 1981
Recent Trends in the Flathead
County Economy ...:.........................................  Paul E. Polzin
An Examination of Havre and the
Tri-County A rea ...............................................  Paul E. Polzin
Increasing Worker Productivity in a Small
Business.................................................. Robert W. Hollmann
and Maureen F. Ullrich 
Significant Changes in the Montana Business 
Corporation Act and the Montana
Limited Partnership A c t..................................Teresa K. Beed,
Michael R. Brown, 
and Ronald C. Wyse
Reaganomics and State Fiscal Policies ....Susan Selig Wallwork 
What Montanans Told Us about Their
Travel Activities and Preferences.................Mary L. Lenihan
The Consumer Price Index.......................... James T. Sylvester
Note: Back issues of the Montana Business Quarterly are 
available for $3 per copy except for those issues that are out of 
print.
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Announcing a new BBER publication . . .
A new publication by the University of Montana’s Bureau of Business and Economic 
Research discusses the potential of forest residue to supply wood fiber at 
various cost levels in the northern Rocky Mountains.
The Cost and Availability of Forest Residue in the Northern Rocky Mountains, 
by Charles E. Keegan III, research associate, specifically focuses on the volume, 
product potential, and cost of removing and transporting logging residue in various 
regions of the northern Rocky Mountains. For added detail, the report includes 
a marginal or incremental cost analysis of logging residue available in the timbersheds 
surrounding Lewiston, Idaho; Libby, Montana; and Missoula, Montana.
In addition to the analysis on logging residue, the report also covers the cost of 
recovering and transporting the following: small stems from timber stand 
improvement projects; slash from previous years’ logging operations; and dead material 
on sites not to be logged for sawtimber.
Copies of the publication are available for $7.50 from the Bureau of Business 
and Economic Research, University of Montana, Missoula 59812.
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